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DEPARTMENT OF THE INTERIOR AND RELATED 


AGENCIES APPROPRIATIONS FOR 1982 


Oh, . WEDNESDAY, Marcu 25, 1981. 
NATIONAL ENDOWMENT FOR THE ARTS AND HUMANITIES 
| OPENING STATEMENT 


Mr. YaTss. This hearing concerns appropriations for the Nation- 
al Endowment for the Arts and Humanities. I would like to wel- 
come all of you who have come here to testify today. The commit- 
tee is continuing a practice we began last year of listening to those 
from the arts and humanities community who wish to express their 
support for the Endowments. This takes place prior to the hearings 
by the committee of the witnesses who come before us to present 
the budget that has been approved by the Office of Management 
and Budget for consideration by the Congress. 

I want first to acknowledge the presence of that marvelous choir 
that we have been listening to in the hall. They come from my 


home city of Chicago. They are called the Chicago Children’s Choir. 


They consist of 43 voices, boys and girls who are aged between 11 
and 18 from all over the city of Chicago, from all kinds of econom- 
ic, racial and cultural backgrounds. They are directed by Christo- 
pher Moore and they are accompanied by Richard Mueller. I think 
they are a marvelous collection of talent and I want them to know 
that we appreciate very much the testimony that they have given 
to the committee this morning. I thought it was beautiful. 

I made a statement yesterday prior to the hearing. We have with 
us today members of the committee. Mr. Regula, my good friend 
from Ohio, has conscientiously supported the the arts and human- 
ities in the past. We hope for and anticipate his support in this 
fiscal year as well. We need it this year more than we have in prior 
years because I must say in all conscience that I cannot escape the 
conclusion that this administration is bent upon a destruction of 
the Endowments. 

It is not just a demand for a 50 percent cut. Apart from the 
destructive impact which a cut in funds of that magnitude might 
have with respect to the programs that the Endowment has sup- 
ported over the years, it seems to me that a cut of this size must 
tear apart the splendid group of administrators that have been 
gathered painstakingly over a period of time and who together 
make up one of the finest groups of administrators I have ever 
seen in the Endowments. 

Why do I say that? Why do I come to this conclusion? There are 
several reasons for it. First of all there is the President’s own 
statement that he made. I heard him at the White House over the 
weekend and at Ford’s Theatre. 

I quote from The Washington Post of March 23 an article which 
says: 

Ronald Reagan set the theme Saturday afternoon at the beginning of the long day 
celebration on behalf of Ford’s Theatre, and he repeated it near the end. The 
message was that the performing arts must stop looking to the Government for 
support but he put it in positive form: “In this country,” he said in the East Room 
of the White House, “we have maintained by voluntary contributions more musical 
groups, more orchestras, more ballet and opera companies, more nonprofit theater, 
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more cultural institutions such as libraries, than all of the countries of the world 
put together.” 


That may be true and it probably is true althouee I have not 
been able to gather the statistics justifying that from many 
sources. We are still working on it and we hope to sustain that 
view but I am willing to accept that. 

However, more than that statement is one that I saw in a state- 
ment attributed to Mr. Stockman early in his incumbency in which 
he placed the Endowments among his lowest-priority items. 

Among the agencies which appear before our Appropriations 
Committee is the Department of Energy, and we will hear Secre- 
tary Edwards on Friday of this week. We have begun to check into 
the appropriation for the Department of Energy, and I am struck 
by what can only be described as the destruction of that agency 
because of all the Assistant Secretaries that were authorized for 
that agency, only one for Government affairs has been appointed. 
About 10 or 12 have not yet been appointed and a representative 
for Government affairs has been appointed. That agency seems to 
me to be floundering around. 

At any rate, I am glad to have all of you here today, those of you 
who are appearing both in support of the arts, and perhaps there 
will be some as there were yesterday who appeared i in opposition to 
the humanities. 

I want to read from a statement that was made in 1962 by 
Joseph Wood Crutch which would seem to me to quite graphically 
depict what may be or seems to be the Administration’s attitude. I 
hope I am wrong in this respect. I hope that this is only an 
evidence of what it conceives to be budgetary need, although as I 
indicated it seemed to me that it was attitude rather than need or 
philosophy rather than need to which the President’s and Mr. 
Stockman’s remarks were directed. 

Mr. Crutch said this in his statement: 

A late 19th Century tycoon is said to have remarked in all simplicity that 
America had no need of artists since we were in a position to buy from Europe all 
the treasures of the past which we had any use for, and though there were only a 
few who had arrived at a conviction so clear and concise, those who thought or even 
did not think at all on the subject assumed that artistic creation and artistic 
appreciation were frills, well enough underway but left best to elegant, otherwise- 
unemployed women and to those male misfits who were somehow incapable of doing 


the world’s work, while virile and capable men devoted their energies to inventing 
machines, building factories and accumulating wealth. 


If, as the second Samuel Butler said, Englishmen supported the 
vicars of the Church of England in order to have someone to be 
virtuous for them vicariously, so even the more enlightened mem- 
bers of the American plutocracy were willing to do no more than 
give rather contemptuous support to those who would vicariously 
create or admire art for them. 

The assumption that the arts are but are actually no more than 
ornaments and graces superimposed upon the solid structure of a 
civilization is of all assumptions the most stultifying. The most 
dangerous enemy of intellectuality as well as of artistic creation is 
neither the exponent of science and technology nor, on the other 
hand, the simple Philistine. The most dangerous enemy is the one 
who pays lip service to art as somehow desirable enough as long as 
it is regarded as the mere graceful embellishment of a prosperous 
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life, rather than as an activity which since the first emergency 


man has been a concern of every fully developed human being. 


As president George Shuster has so wisely said: 

A civilizing education cannot aim or wish to produce a Nation composed exclu- 
sively of saints, philosophers and artists, but it ought to aim at producing one in 
which every educated man can to some extent participate in the experience of the 
saint, the philosopher and the artist. 


I want, too, to close my opening statement with a statement that 
President Kennedy made in 1962 when he addressed himself to the 
question of Government support for the arts. In the course of his 
remarks he said this: 

A nation’s government can expect to play only an indirect and marginal role in 
the arts. Government’s essential job, the organization and administration of great 
affairs, is too gross and unwieldy for the management of individual genius but this 
does not mean that Government is not or should not be concerned with the arts. 

A free government is the reflection of a people’s will and desire and ultimately of 
their taste. It is also at its best a leading force, an example and teacher. I would like 
to see everything Government does in the course of its activities marked by high 
quality. I would like to see the works of Government represent the best our artists, 
designers and builders can achieve. I want to make sure that policies of Government 
do not indirectly or unnecessarily put barriers in the way of the full expression of 
America’s creative genius. 

The arts in the United States are, like so many of our activities, varied and 
decentralized to a high degree. Private benefactors, foundations, schools and col- 
leges, business corporations, the local community, the city and the State, combine in 
widely different proportions to offer and support the institutions of culture. 

I would hope that in the years ahead, as our cultural life develops and takes on 
new forms, the Federal Government would be prepared to play its proper role in 
encouraging cultural activities throughout the Nation. 


In support of President Kennedy’s thesis, the Endowments have 
been unique in the Federal system in the bipartisan support which 
they have received over the years, both in Congress and in the 
White House, since their establishment in 1965. Presidents John- 
son, Nixon, Ford, and Carter, who were men of radically differing 
philosophies on the purpose and function of Government, all recog- 
nized. that a proper responsibility of the national Government is 
the encouragement and enrichment of the human mind and spirit, 
and that creativity in our people is a thing to be celebrated and 
cherished. 

These Presidents for each of the past 15 years have requested 
increased amounts for support of our cultural heritage and devel- 
opment, and each year the Congress, Democrats and Republicans 
alike, have overwhelmingly approved those appropriations. We 
have a different situation today, and I must say that I am very 
pleased to see the outpouring of support and outpouring of senti- 
ment for these hearings this morning. 

Perhaps other members of the committee want to make a state- 
ment. If not, I will proceed with the witnesses. 

Dr. Long would like to make a statement. 

Mr. Lona. During World War II, an assemblage of artists were 
once asked in a rather sneering way what they were doing for the 
war effort, and the reply was, “Sir, we are what you are fighting 
for.” That is a pretty good estimate of why we are here today. We 
are here to justify continuation of the arts in spite of tremendous 
numbers of onslaughts on those arts with all kinds of justifications 
which may or may not seem reasonable to many people. 

Mr. Yates. Thank you, Dr. Long. 
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Any siiboae it by other members of the committee? 
[No response. | 


BUSINESS WITNESSES 


EDWARD M. BLOCK, VICE PRESIDENT, AMERICAN TELEPHONE & 
TELEGRAPH CO. 

KENNETH ALBRECHT, VICE PRESIDENT, EQUITABLE LIFE ASSURANCE 
SOCIETY 


Mr. YATES. Our first witness this morning is Mr. Edward M. 
Block, who is Vice President of the American Telephone and Tele- 
graph Company. 

Hello, Mr. Block. We are glad to see you again. I have been 
quoting the testimony you gave us last year all over the country 
because I thought it was not only interesting but profound in its 
support for the arts. I think it gave a vision of how a great 
American corporation views its role in the scene of the cultures of 
the country, and we are glad to welcome you again. 

Without objection, your statement will be made a part of the 
record. 

(The statement follows:] 
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TESTIMONY OF 
EDWARD M. BLOCK, PRESIDENT 


THE AMERICAN COUNCIL FOR THE ARTS 


Mr. Chairman and members of the subcommittee, my 
name is Edward M. Block. I am president and a member of the 
board of directors of the American Council for the Arts. I am 
also a vice president of the American Telephone & Telegraph 
Company. In the latter capacity, I am the officer responsible 
for corporate contributions, community relations and cultural 
Support programs. I welcome the opportunity to appear before 
you today. 


I should like to make some observations and speculations 
with respect to the extent to which proposed reductions in Federal 
funding of the arts may encourage or diminish the prospects for 
financial support from private sources. 


First, let me quote from a declaration of the Congress 
contained in the enabling legislation which created the Endowments: 
-The Congress.said, in part: ". . . the encouragement and support 
of national progress . . . in the arts, which primarily is a 
matter for private and local initiative, is also an appropriate 
matter of concern to the Federal government." 


Mr. Chairman, I agree with that stated intent of 
Congress. But I have some difficulty reconciling it with 
what appear to be contrary assumptions underlying proposals 
recommended by the new Administration. 


Is it, or isn't it, national policy to continue to 
encourage the American public in its growing appreciation and 
appetite for the arts? If not, are budget considerations the 
sole motivating factor for abandoning the old policy. If, on 
the other hand, it remains national policy to encourage the 
arts, 1s it now timely and desirable to so drastically reduce 
the Federal government's role that private leadership, in 
partnership with state and local government, must assume 
virtually the whole task. 


In my judgment, these are the questions which now 
confront you. The issue is not merely a matter of appropriations 
for FY 1982. The real issue is one of national policy, intent 
and priorities. 


There is a potentially divisive issue here. Namely: 
will an immediate 50% reduction in Endowment funding together 
with the elimination of IMS be perceived as the result of 
ideological considerations or economic considerations? If 
the Federal government gives authority to the notion that 
the arts are merely frivolous diversions to be indulged in 
good times but abandoned in bad times, I strongly suspect 
that the private sector will not be disposed toward heroic 


efforts to pick up the shortfall. Furthermore, the arts -- 
and the artists -- themselves will not readily surrender their 
claim to supportive national policies if it is their own legit- 
imacy rather than the adequacy of the public treasury that is 
being called into question. If the issue is clearly specified 
as one of economic policy -- and only that -- I am certain 
that the arts would not contend that their needs are so 
exceptional as to require dispensation from the economic 
realities of the times. I am also certain that local, state 
and regional leadership, including the business community, 
will not wholly abandon their support of the arts. They 

must have reassurance, however, that the Federal government 

is with them in spirit, and will reassume its supportive 
efforts as and when the economy improves. 


In short, it is, in my view, entirely reasonable 
for Congress to cooperate with the new Administration in 
its efforts to combat the corrosive effects of inflation, 
I find no reason to exempt the arts from that process. But 
neither do I find warrant for, in effect, making an example 
of the arts by uncritically acquiescing in budget cuts which 
by any test are mammoth in scale. Sug¢h an abrupt cut would 
be punitive, and would only be understood in ideological terms. 
Such cuts, in the near term, would impose insurmountable 
economic burdens on states, cities and the private sector, if 
the arts are to be encouraged as they have been and ought to 
be. 


I think it should also be noted in passing that the 
arts may very appropriately be considered in economic terms, 
as they are in most communities. The arts generate employment, 
pay taxes, purchase goods and services, make capital investments 
and in every conventional way contribute to the synergy necessary 
to an healthy economy. Indeed, the arts comprise a hig, diverse, 
coast-to-coast, multi-billion dollar industry, employing more 
than one million persons. Is it illogical, then, to argue 
that ill-considered, short-term economic strategies could not 
only be counter-productive but irreparably damage a national 
treasure? 


Let me turn, then, to the realities of FY 1982: the 
consequences of adopting a 50% reduction in the NEA budget. 
And let me put to rest, if I can, the myth that the Endowment 
by its very existence creates disincentives to private support 
for the arts. 


All of the available evidence leads to the conclusion 
that the Endowment is accomplishing exactly what the Congress 
had in mind from the outset: to give leadership, focus and 
complementary assistance to the goals of making the arts more 
widely available and more broadly supported throughout America. 
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I personally find compelling evidence in one recent 
summary of data which shows that in the past 15 years state 


and local government appropriations have risen from inconsequential 


levels to $170 million; aggregate private giving has risen from 
$266 million to $2.7 billion; Foundation giving has risen from 
$66 million to $188 million; and corporate support has risen 
from $22 million to more than half a billion. 


Inasmuch as virtually all NEA grants are "challenge 
grants," it would defy credibility to conclude that such stunning 
increases from local, state and private sources are occurring 
in spite of the work of the Endowment. Furthermore, numerous 
case histories -- some of which have recently been presented 
to this subcommittee -- demonstrate how often a modest seed 
gift from the Endowment paves the way for an outpouring of 
community support from private sources. 


Mr. Chairman, the professional fund raisers I know 
find incomprehensible the suggestion that "leadership" or 
"Challenge" gifts diminish the potential for broad based support. 
Their experience is just to the contrary. 


I am also prepared to say on the basis of my own 
experience that a challenge grant from NEA is very often a 
"trigger" for serious consideration of a corporate contribution 
and may significantly and positively influence our final 
decision -- especially with respect to the merits of projects 
we would not otherwise be competent to evaluate. 


As I have already indicated, a year-over-year reduction 
of 50% in the NEA budget, effective FY 1982, is unlikely to be 
offset by private benefactors, with corporations presumably 
absorbing the lions' share of the shortfall. 


In the business community -- no less than in the 
Congress -- new projects requiring substantial funding are 
not adopted casually or quickly. 


Even were there a consensus that Federal fiscal 
policies require a further shifting of the burden of arts 
Support to the private sector, and even if the business 
community were disposed to take the lead in assuring that 
Support, it is unlikely that so massive a fund-raising effort 
could be launched successfully in time to avoid serious damage. 


A task of such scale would require extensive organization, 


Salesmanship, agreement on fund raising targets industry by 
industry and company by company, on a national as well as a 
community basis. It would require specific authorizations by 
boards of directors and concurrence by shareowners. Furthermore, 
the sheer scale of the task would require not just more money 
from the presently-committed companies but new commitments by 


new companies. And very likely it would require some new 
mechanisms for establishing community priorities so as to 
avoid a wasteful fund raising free-for-all between various 
‘arts groups. 


Remember, too, this hugh new effort would necessarily 
have to be in addition to the remarkable progress the business 
community already is achieving in support of the arts and would 
be on top of increases required merely to maintain the effective 
level of current commitments in the face of double-digit inflation. 


For planning purposes, sappose we assume that the 
business community would have to make up at least one third 
of the funding now provided or made possible through NEA 
beginning in FY 1982. And suppose we further assume that the _ 
business community would maintain its current pace of increased 
arts support, including inflation adjustments. The resultant 
target for business would be an aggregate, annual funding of 
the arts of approximatley ($1 billion) beginning in January 1983. 


Mr. Chairman, as a planning assumption, that's a 
proposition I wouldn't want to take tothe bank were I responsible 
for the budget of a museum, a major orchestra or any other kind 
of community arts institution. 


I should remind you, also, that that estimate grossly 
understates the magnitude of the problem we face in adjusting 
to new Federal fiscal policies in a relatively short time- 
frame. For example, if we assume that the rate of growth of 
the Federal budget will be reduced virtually across the board 
and further assume that the private sector must somehow pick 
up a portion of the shortfall at the community and state level, 
it readily can be seen that the business community will shortly 
be confronted with added demands for support of a variety of 
human services aside from the arts. Business will be asked 
to assist further in assuring health care services, educational 
programs, transportation needs, employment opportunities for 
the unemployed and underemployed, and in a whole host of other 
areas. And it is not unreasonable to suppose that to whatever 
extent additional taxes are required to support essential local 
and state services, the business community will be among the 
first to be asked to pay more. ; 


It therefore seems to me, Mr. Chairman, that an 
abrupt cut off of as much as half the funds otherwise available 
to NEA in FY 1982 would not provide sufficient time for local 
and state government, together with the private sector, to 
arrange for adequate funding of the arts -- even assuming 
a common resolve to do so. The likely effect of such a cut 
back will be financial distress in arts institutions, large 
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and small. A few will surely fail. Still others will have 
to drastically reduce operations merely to survive. All will 
feel the pinch and will respond by aggressive and, occasionally, 


destructive competition for new sources of funds. Many cities 


and states whose budgets are already stretched to the limit -- 
and beyond -- will be confronted with yet another category of 
human services which cannot be readily or adequately provided for. 


Obviously, this is an harsh and painful assessment. 
But I believe it to be accurate. 


All of which is to say that, setting aside for the 
moment the question of whether or not it is desirable to do 
so, it nonetheless may be feasible to reduce the Federal 
government's role in assisting the arts while at the same 
time establishing a new and sufficient equilibrium between the 
private sector and the three levels of government. But, to 
do so without risk of serious damage to the arts would require 
a carefully phased approach in which needs, on the one hand, 
and resources, on the other, were coordinated over some 
lengthier period of time. 


Under the circumstances, Mr. Chairman, I would 
respectfully urge you and your colleagues to apply four criteria 
to your consideration of the proposed reduction in Federal arts 
support. 


1. Does Federal support for the arts as heretofore 
projected for FY 1982 and beyond remain in accord 
with national policy? 


2. Why must future Federal spending limits for the arts 
be proportionately lower than the targets for the 
budget as a whole, taking into account the fact that 
arts funding -- were it increased threefold or 
eliminated altogether -- would have no discernable 
effect on the rate of inflation or prospects” for 
a balanced budget? 


3. Can alternative sources of funding be expected to 
assume a larger share of arts support? 


4. What prospective level of alternative funding can 
reasonably be achieved, and from what sources; what 
role, if any, does the Federal government have in 
facilitating a phased, coordinated national effort 
to achieve these levels? 


Mr. Chairman, I am pleased to have been accorded 
this opportunity to share these views with you. I assure you 
I speak for the ACA as well as for my own company in saying 
we stand ready to assist you in any ways you may find helpful 
as you continue your deliberations. 


Thank you. 
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TESTIMONY OF EDWARD BLOCK 


Mr. YATES. You may proceed, Mr. Block. 

Mr. Biock. Thank you, sir. 

Mr. Yates. Are you accompanied by Mr. Albrecht? 

Mr. Buiock. This is Mr. Kenneth Albrecht. 

Mr. Yates. Mr. Albrecht, we are glad to see you, too. Mr. Al- 
brecht, you are Vice President of The Equitable Life Assurance 
Society, which I understand may not be quite as large as AT&T but 
is nevertheless one of the country’s large corporations. | 

Mr. ALBRECHT. Yes, sir. 

Mr. YATES. Go ahead, Mr. Block. 

Mr. Buock. All right, sir. 

I have filed my written statement. If I may, with your concur- 


rence, Mr. Chairman, and that of the members, just make some 


observations that somewhat summarize my statement. 1 

Mr. Yates. You may. We are glad to have your formal state- 
ment, which as I say is in the record. We are pleased to have 
whatever other remarks you want to make. 

Mr. Biockx. What I want to do is offer some speculations with 
respect to the question of whether proposed reductions in the En- 
dowment funding will encourage or diminish the prospects for 
financial support from private sources, particularly the business 
community. 

If I may, I will come at the subject from two dimensions: one is 
the question of national policy and what might be the role of the 
Government, and secondly from my own experience some of the 
practical considerations that I see involved in trying to encourage 
greater financial support from the private sector, particularly busi- 
ness. 

On the matter of national policy, on which I am certainly not 
expert, I have at least this thought: It seems to me that the issue 
before you is not merely funding levels for fiscal 1982 but rather a 
question of, has the national policy changed or is it changing? 

It seems to me there is a potentially very vexing issue right at 
the outset here. I would phrase it something like this: If policy is to 
change, why? Is it for ideological reasons or is it merely for current 
economic considerations? 

I think there is a big question there because if the Federal 
Government unintentionally—and I am quite certain it would be 
unintentional—but if you untinentionally give authority to the 
notion that the arts are frivolous, as your opening statement sug- 
gested, that the arts are frivolous, that they are something that we 
indulge in good times and we abandon in bad times, I am quite 
certain that if that sort of a signal should go out from Washington 
the private sector is certainly not going to be disposed to heroic 
measures to make up the shortfall because that is not the kind of 
positive support that the private sector looks for. 

Secondly, representing the American Council for the Arts as I 
am today, as president of that organization, I would have to say 
that the arts themselves, given a signal like that, are not going to 
surrender their rights to support of national policy. What I have in 
mind there is that if it is the legitimacy of the arts that is called 
into question, that is one thing; if it is merely the adequacy of the 
Federal treasury at the moment, that is quite another. 
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_ Where I come out on this is that I am quite certain that—if it is 


-a case of an economic issue and not an ideological one—then I am 


quite certain that the arts do not seek dispensation from the eco- 
nomic realities of our times. I am quite certain that if it is cast as 
an economic issue the private sector will stretch to help during 
these times. 

_ Therefore, I would hope that the debate moves forward and the 
issue is resolved in terms of the economic issues here and only the 
economic issues. In terms of the economic issues, just in passing, if 
I may say, it seems to me it is appropriate to think of the arts in 


~ economic terms, even the not-for-profit arts, because the arts gener- 


ate employment. The arts generate tax revenues. he a arts make 
purchases of goods and services. The arts make capital invest- 
ments. In every conventional way, the fact of the matter is the arts 
contribute to the synergy that is required for a healthy economy. 

If the arts were really considered for what they represent in the 
United States, which is to say a huge, diverse, coast-to-coast, multi- 
billion dollar industry employing one million persons, I think if 
they were looked at in those terms there would be at least a 
question in my mind whether the direction of national policy today 
would be toward greater incentives rather than maybe abandon- 
ment. 

If I may turn quickly now to maybe what I am somewhat more 
competent to talk, and that is the consequences of a 50 percent 
reduction and what might happen in the private sector, first of all 
I would like to try to put to rest the myth that the Endowment by 
its very existence creates disincentives to giving in the private 
sector. 

I have a summary of some data that we just pulled together 
which shows that if you go back 15 years to roughly the mid-sixties 
and look at what has-happened to support for the arts, you see first 
of all that cities who gave only inconsequential amounts out of city 
budgets, by last year were giving at an annual rate of $170 million. 

Private individuals had come from $226 million to $2.7 billion 
last year. Foundations had gone from $66 million to $180 million, 
and corporations, which were only giving about $22 million 15 
years ago are now going at the rate of about half a billion dollars. 

Now inasmuch as the Endowment’s grants, virtually all of them 
must be matched, some one-for-one, some as much as three-for-one, 
I do not see how anyone could seriously believe that that stunning 
increase in support levels from all sources occurred in spite of what 
the Endowment is doing. That just does not make sense to me. 

I also know from my own experience that a small seed grant 
from the Endowment frequently is the trigger for a large-scale 
fundraising effort that does provide most of the money that an arts 
institution requires. That is very conventional. 

I just looked at our records in preparing for today, and this year 
alone we have made grants to arts institutions, 40 of them, all of 
which match Endowment grants. They started there. 

Another thing is that the Endowment grant, the little seed 
grant, is very influential in many corporations in this sense: In 
corporations, we give to colleges and universities, health care serv- 
ices, the United Way, a whole range of causes. From my own 
experience, we probably have the least competency to make a 
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judgment on many arts proposals that come to us. Getting a pro- 
posal that has been endorsed in a‘sense by the Endowment and by 
authorities is very influential in the corporate world. . 

One last point if I may, sir: In terms of how well the private 
sector, particularly the business community, might do in picking 
up any shortfall, I took myself through a little exercise preparing 
for today. I said, “Suppose that my company was asked to take the 
leadership in a fundraising drive to make up the difference if you 
cut at the 50 percent level?” 

I made the following assumptions: The business community, just 
arbitrarily, would have to pick up one third of the total shortfall 
from Endowment funds and funds that are made available because 
of Endowment grants. I made the further assumption that the pace 
of business increases that are already under way in giving to the 
arts would have to continue, and some adjustment for imflation. 

I put that in my little pocket calculator and where it came out in 
a range of assumptions, and I will choose the most conservative, by 
January 1983, calendar 1983, the business community would have 
to be contributing to the arts at an annual rate of $1.1 billion. Now 
we are only at a half a billion right now, and what that says is that 
in not much more than a calendar year you would have to more 
than double the support levels. 

Whether you want to or not, whether the business community 
would take the lead or not, the fact of the matter is that you 
cannot get there from here in that short of a period of time. That is 
an enormous organizing, sales task. You have to set targets by 
industry, by the community. You have to organize the whole thing. 
You could not make it happen in that short a period of time. 

Therefore, Mr. Chairman, if I may, I would conclude simply by 
saying that it seems to me that there are some criteria that we in 
the arts and in the business community would hope you would 
employ in further considerations about the funding level. 

First of all is that matter of national policy and what is it. It 
seems to me that if that policy required funding levels such as 
have been recommended only a few months ago, that might be a 
starting point to look at what the funding levels ought to be in 
1982 and beyond. 

Secondly, it seems to me that we ought to ask the question, why 
should funding targets for the arts, if they are to be lower, be any 
lower than funding targets for other components of the budget? I 
say that simply because what we really are talking about is a very 
small amount of money. 

I think the Endowment budget is two-tenths of the Federal 
budget, so if you increase the endowment threefold or you elimi- 
nate it altogether, the outcome really would not have much to do 
with balancing the budget or controlling inflation. 

Finally, and the most important, the thing I have tried to stress 
this morning is that whatever change may be made, we really do 
need to consider what are the alternative sources of fundings and 
to what extent can they be brought into the stream and on what 
kind of a time line, so that if there is to be a further shift into the 
private sector it is a coordinated one, so that Government policy 
and private sector giving stay in a reasonable degree of parallel. 
Otherwise, arts institutions large and small will surely be hurt. 
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Thank you, sir, and thank you for allowing me an opportunity to 
come before you. 

Mr. Yates. I remember your testimony last year, too, in this 
respect. You testified last year that the business community looked 
to the Endowment for guidance and leadership in the kinds of 
contributions that might be made by the business community, that 
it did serve a purpose in giving that kind of guidance and advice. 
In the language of the Army, it is at the “point” where the arts 
support should go. 

Do you still feel that same way? 

Mr. Buiocx. Absolutely. I am sorry I did not express it more 
clearly because what I see, from my own experience and my col- 
leagues in other companies, we do not have great armies of experts 
to evaluate the appeals that come to us. In this rapid buildup of 
arts support in the business community we are better able to judge, 
Say, an appeal from a college or a university or the local hospital 
or whatever but arts, not so. 

Therefore, the fact that the Endowment itself first of all has 
carefully thought through policies, has a sense of priorities, has 
competent experts that look at these appeals when we do get 
them—and we do—we are really not competent within our own 
judgment and we certainly do not have staff experts to look at 
them. The overall direction of the Endowment in identifying needs 
and the guidance of the Endowment in specific instances is very, 
very useful. 

Mr. YATES. Thank you. 

We will hear the testimony of Mr. Albrecht first and then we 
will have the committee’s questions. 

Mr. Albrecht, without objection your statement may be made a 
part of the record. 

[The statement follows:] 
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TESTIMONY OF 
KENNETH L. ALBRECHT, VICE PRESIDENT 


THE EQUITABLE LIFE ASSURANCE SOCIETY OF THE UNITED STATES 


My name is Kenneth L. Albrecht, I am a Vice President of The Equitable Life Assurance ~ 
Society of the United States and have responsibility for its programs of charitable contributions, 
organized voluntarism, affirmative purchasing, community services, coordination of various 
urban initiatives, and the operation of our annual fund raising campaign on behalf of United 
Way. In the interest of full disclosure I should also state that I am a member of the Board of 
Independent Sector, the Council on Foundations,the New York Regional Association of 
Grantmakers and The Nature Conservancy. My comments today are intended to provide some 


information on corporate grantmaking. 


Whatever the level of federal budget reductions that ultimately are approved, corporations 

will be looked to as a source of help for the loss of inceme many voluntary agencies will 
experience. It is my belief, based on almost ten years in this field, that corporations can and 
will do more, but they are not in a position to make up for the loss of federal funds by voluntary 


agencies or a significant portion of the loss, at least in the short-term. 


It is essential to bear in mind that the foremost function of a corporation is to provide goods 
and services at a price people will pay and to operate profitably. In so doing companies fulfill 


what is probably their most important role - job creation. 


With respect to corporate contributions, in the decade of the 70's, corporation giving tripled, 
according to Giving U.S.A., put out by the American Association of Fund Raising Counsel. 
From a level of $797 million in 1970 it grew to $2.45 billion in 1979. Each year of that decade 
corporate contributions increased, although from 1974 to 1975 only by $2 million. The biggest 
percentage increase was 25% from 1977 to 1978 when the amount went from an estimated $1.8 


dillion to $2.250 billion. 
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tt with respect to corporate contributions is that of matching gifts. 

s, corporations match the gifts of their people to non-profit agencies in 

$ “Over 850. corporations have such programs. Initially most corporations only 

s to higher education. However, the fields in which gifts are matched have been 

ed by some companies to include hospitals and the arts. A few including Atlantic Richfield, 
le, and Gulf & Western Piieitch gifts to almost any 501 (ce) (3) organization other than 

that are religious, fraternal or political. Another interesting aspect of matching programs 
n the introduction of incentives by matching gifts on a two or, in a few instances, even 
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Still another recent development has been the establishment of community services funds, which 
permit employees who are involved on a volunteer basis with an organization to ask their com- 
panies for a small grant for a one-time need of their agency. These programs go under various — 


names such as Dollars for Doers, Involvement Funds, etc., and the number is growing. 


Also it is worth keeping in mind that in addition to the dollars companies give directly to 
charities, they often provide many other kinds of assistance. Such help can be through volun- 
tarism programs, the loaning of people on a full-time basis to a voluntary agency, the use of 
company facilities for meetings, and the printing of a brochure or a report by the company's 
printing shop. Still other examples are loans on a below-market basis, gifts of products. Of 
course, there also is the involvement of corporate people on a voluntary basis and on their own 


time on boards or perhaps just by helping with a mail-out. 


a 
Financial contributions, then, are only a part of the broad range of philanthropically related 
assistance that companies provide. With this background in mind it is easy to understand why 
corporations will be looked to for substantial assistance by voluntary agencies whose income 


will be reduced as a result of cuts in the federal budget. 


There are many estimates around as to what the reductions in income will be for voluntary 
agencies. One guess I have heard is that the proposals currently before Congress would impact 
the income of voluntary agencies by around $6 billion per year. In this connection it is worth 


repeating that the total of corporate contributions in 1980 is thought to have been $2.55 billion. 


The competition for any additional corporate contributions dollars will be keen, not. only between 
various fields of endeavor, education, human services , health, the arts, the environment ete.; 
but also agencies within each one. Morever, choices will have to be made in order for com- 


panies to use wisely and effectively any additional grant monies available. 
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the Charitable Contributions Coin H.R. 501 introduced by Congressmen 


and Conable ek S. a0 introduced by Senators Moynihan and Packwood. Under this 


+ 


; pete Se contributions, which now is not the case. 
a a ; G : 


~4oty or He 
Oem mont onde 

Tey neat. 
is certainly encouraging. Arou nd t 


was a Sencar inerease in support for organiz 


mental and other advocacy efforts. nhs BeeeOtly: the Wall § 


fn a e i ahs ~ 


envirornenes group had experienced a 25% increase in its average contributions 


Mtl tel +L) ene nage Se SRS Ries 
few months of this year. 


= 


oe ao te Se Aether 
: sen8 yo Se PEP S RP Fae 
Another important reason for passage ‘of the Charitable Contributions Legislatio 


w 


cy ‘agers TERE Bi 
would enhance diversity and pluralism in Am erica, which have been so much a part o 


~5F -t pgey EE Fee aes 
of this nation since its founding. And perhaps that really is what we might be focuss 


5 nit agreed 


what can government, voluntary agencies, foundations and corporations do on their own an 


-_ 
collaboratively to further pluralism, make it stronger, make it better. 


k you, Mr. Chairman. I would be glad to answer any questions you may have. 
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TESTIMONY OF KENNETH ALBRECHT 


_ Mr. Avsrecut. Thank you, Mr. Chairman. You have mentioned 
that I am Vice President of the Equitable Life Assurance Society of 
the United States. My reponsibilities there are for our charitable 
contributions, organized voluntarism, affirmative purchasing, and 
certain closely related activities. 

In the interest of full disclosure, I think I should also say that I 
am a member of the board of Independent Sector, the Council on 
Foundations, the New York Regional Association of Grantmakers, 
and the Nature Conservancy. | 

My purpose here today is really to give you some insights with 
respect to corporate grantmaking and some information on that 
subject. As you have indicated, Mr. Chairman, you have a copy of 
my full statement for the record. 

The first thing I would say is that whatever level of Federal 
budget reductions ultimately are approved, we in the corporate 
community are fully aware of the fact that we will be looked to as 
a source for help by voluntary organizations who are suffering an 
income loss as a result of those reductions. It is my belief, based on 
almost ten years of experience in this field now, that corporations 
can, should, and many will help. However, they are not in a 
position to make up for that entire loss of Federal funds by volun- 
tary agencies or even a significant portion of it, at least in the 
short term. . 

I think it is relevant to point out that perhaps the foremost 
function of a corporation is the earning of a profit, and in so doing 
a very important role is filled: the creation of jobs. Corporate 
contributions are very closely related to levels of corporate profits. 
In the decade of the seventies corporate profits tripled, reaching 
$2.45 billion in 1979. - 

Where does this money go? According to the most recent infor- 
mation from the Conference Board, about three-fourths goes to 
health, human services and education; about 11 percent to civil 
affairs which includes urban and inner-city concerns; and 10 per- 
cent for the arts and culture, which as Mr. Block has indicated has 
grown rather substantially in recent years. 

I should also say that corporations in the last few years have 
increasingly professionalized the staffing for this function. There 
also has been a growing level of cooperation between corporations, 
foundations and Government. Each has taken its turn in providing 
the catalytic money for a given project or another. 

Over 850 corporations now have matching gift programs under 
which they match the gifts of their people. Initially those programs 
were designed primarily to help higher education but increasingly 
with the passage of time those programs have been extended to 
hospitals and to the arts. A more recent innovation has been a 
multiple match. Some companies now match two-for-one for part or 
all; others, a few at least now, match on a three-for-one basis. 

Corporations provide other kinds of help as well, for example, 
use of their facilities for meetings; perhaps they will run off a 
pamphlet or a brochure or a report in their print shop. Sometimes 
there are below-market loans or a gifts of products, and there are 
many other kinds of ways in which companies do provide assist- 
ance to the nonprofit voluntary community. 
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At this time, as you all know, there is a lot of talk about what 
the totality of the impact of these budget cuts that have been 
proposed would be on the voluntary community, the voluntary 
agencies. One estimated guess—and I think it is best to put it at 
that because I have not seen anything that has been real precise— 
is that it may reach as high in total as $6 billion a year. It seems to 
me that these kinds of circumstances provide a fine opportunity for 
the corporate community to indicate its commitment to the com- 
munities in which it has operations and of which it is a part, and 
also to the nonprofit segment of the private sector. | 

However, even if corporate contributions were to increase in 1981 
by 10 percent—and I would remind the committee that in 1980 the 
increase was 4 percent—the amount that would be produced would 
be on the order of $250 million compared with that $6 billion need, 
that guess that I referred to a moment ago. This would be in a year 
in which there already are clear indications of a economic slow- 
down. That forces me to say that I think a 10 percent increase in 
corporate contributions in total this year may be too optimistic. 

This situation leads me to mention what I personally think is 
perhaps the best hope for a quick infusion of money for voluntary 
organizations, and that is the charitable contributions legislation, 
H.R. 501, introduced by Congressmén Gebhardt and Conable, and 
S. 170 introduced by Senators Packwood and Moynihan. 

In connection with this legislation and this point, I think it is 
important’ that we keep in mind the fact that 85 percent of all 
giving in the United States is done by living individuals, half of it 
by people earning $20,000 a year or less. If this legislation was 
passed soon and there was no phase-in on the benefits, it has been 
estimated by some reponsible sources that it might result in an 
additional $4 billion for charity. 

Another important point, it seems to me, in regard to the pas- 
sage of this legislation is that it would help enhance diversity and 
pluralism in America, and that has always been a part of the 
fabric of this Nation since its founding. I would conclude by saying 
that perhaps all of us ought to focus a little bit more on that issue, 
what Government, foundations, corporations, voluntary agencies 
working alone and collaboratively can do to further pluralism, to 
make it stronger, and to make it better. 

Thank you, Mr. Chairman. 

Mr. Yates. Thank you for a very good statement. 

Mr. McDade, do you have a question? 

Mr. McDape. Thank you, Mr. Chairman. 

I want to welcome both of you and thank you for some very 
enlightening information for the committee and some incisiveness 
about the role of corporate giving, the mechanism, and the way 
that it works. 

Let me ask you a question first, if I can. You indicated that you 
did not have expertise in your corporation to decide which arts 
groups to make a grant to, and that the fact what the Endowment 
did, it relieved you of your responsibility and made you comfortable 
with respect to your giving. 

Is that an accurate statement? 

Mr. Buock. Well, not entirely. No, sir. We have obviously our 
own policy, our own policy guidelines. We have some capacity to 
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_ evaluate. What I was trying to suggest is that I suppose in my 
_ case—I cannot speak for Mr. Albrecht—but in my case I think we 
get something like 4,500 appeals a year, and among them many 
will be things that we are perfectly able to evaluate and would 


against our own guidelines. | | 
__ I was simply trying to talk about the various ways in which the 
Endowment has a usefulness to us in addition to just being a 
grantmaker, and one is that it does give yet another test on ap- 
peals that may be sufficiently unusual that we would not have 
experience or have competency. I did not mean to give you the 
impression that I delegated to the Endowment the task of manag- 
ing our contributions program. 

Mr. McDape. Let me ask you this: In terms of the 10 percent 
figure that you mentioned, is it corporate policy at AT&T to donate 
10 percent of a certain amount to the arts each year or is that a 
national figure? 

Mr. Avsrecut. That is a national figure based on survey infor- 
mation submitted to the Council for Financial Aid to Education 
and The Conference Board. It is part of an annual survey of corpo- 
rate contributions in which some 800 companies participate. That 
figure has moved up from a much lower percentage over the last 
decade or so, and I think the most recent information is for the 
year 1979. I believe that was then 10 percent, which as Mr. Block 
has indicated was a total of some $400 million, something of that 
sort. | 

Mr. McDape. Yes, according to someone who spoke for AT&T 
and was quoted in The Wall Street Journal the other day it was 
about $4386 million. 

Mr. Brock. I think that is the total. 

Mr. McDape. For example, do you have a fixed policy of what 
you do at AT&T with respect to charitable giving to the arts? Do 
you have a specific percentage of after-tax profits or before-tax 
profits, et cetera? 

Mr. Biock. Yes, we do. Our board of directors, in our case, for 
example, authorized an objective of 1 percent. Now we are not at 
the 1 percent level this past—— 

Mr. McDapE. Is it one percent of profit before pre-tax net? 

Mr. Bock. Yes, sir. 

Mr. McDape. Does that cover the whole corporation, the Bell 
System, as we call it? 

Mr. Bock. No, sir. Each of the Bell companies has its own board 
of directors which sets its policies. Now, obviously I would hope 
that most of those boards would at least be aware of what AT&T is 
doing and consider doing the same. We talk among ourselves. 

Mr. McDapke. Yes. Of course, there are obvious differences in the 
corporate world, too. AT&T is a unique position, it seems to me, to 
be even more supportive. 

You have been supportive in the past. We want to commend you 
for it. The quality of programming that you have supported cer- 
tainly has elevated the level of arts appreciation in this country, 
and there is an enormous groundswell in this country of apprecia- 
tion of the arts that nobody argues about. It is there and we are 
happy about it. The corporation has probably, as much as any, 
made great strides in assisting to elevate that awareness. 
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I am trying to get at this figure that you are talking about that 
seems to be to you an unreachable goal for the corporate side—you 
mentioned business exclusively—and yet for your purposes AT&T 
contributes about one percent. ! 

Mr. Buiock. That is our objective. Yes, sir. 

Mr. McDape. You do not quite get there. Do you expand it and 
contract it depending upon what the P&L statement is? 

Mr. Biock. Yes, to some extent. I think all corporations do. We 
happen not to have a foundation. 

Mr. McDapE. Yes. 

Mr. Bitocx. Some companies try to use a foundation as a sort of 
an economic shock absorber but we do not. 

Mr. McDape. I was very much interested in your comments 
about the tax deductible aspect of where we are and the number of 
individuals who contribute. Indeed, if we learned anything with the 
challenge grant program, it was that individuals will respond enor- 
mously in addition to the corporate sector, perhaps the foremost 
example being the challenge grant that was given the Metropolitan 
Opera some years ago, in which individuals contributed enormous- 
ly. 
It is your position, is it, that if those pieces of legislation were 
passed there would be an additional incentive to individuals to join 
with others in making voluntary contributions? 

Mr.. Buock. Yes, I think there would be. That legislation would 
grant tax deductiblity of contributions for nonitemizers, and over 
the decade of the seventies the percentage of taxpayers who do not 
itemize has increased from something on the order of 50 percent to 
around 75 percent. 

Mr. McDapkr. Basically it just lets those who do not itemize, 
itemize for purposes of charitables. 

Mr. ALBRECHT. That is correct. 

Mr. McDape. According to the budget, the estimated amount in 
fiscal year 1982 for charitables is $11.5 billion. Of course, that 
includés more than the arts. As you indicated in your statement, 
you have to make judgments about what you are going to do with 
hospitals, civic activities, et cetera. 

However, your point is that there is another untapped pool that 
is not now the beneficiary of the same tax deductions that the 
corporations have, for example, when they make these contribu- 
tions, that could be incentivized to participate in the arts? 

Mr. ALBRECHT. Yes. 

Mr. McDapke. Do either of you, have a feel as to the extent of 
individual participation in donations to the arts? 

Mr. Biock. I am sorry, sir. I did not hear the last phrase in your 
question. 

Mr. McDapr. Do you have any feel for or statistics on the 
number of American citizens who might now be participating in 
voluntary contributions to the arts? 

Mr. Buock. As contributors? 

Mr. McDapeE. Yes. 

Mr. Biock. I cannot do it from memory and I did not bring any 
figures. We do know that where united arts giving organizations 
have been formed in communities, that has given an enormous lift 
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to fundraising. I think that is indicative of the potential that is 
there. 

Mr. McDape. If you have specific figures we would appreciate 
them, with the permission of the chairman, for the record. I think 
that would be very good. 

Mr. Buiocx. I will be happy to get them. 

[{CoMMITTEE NOTE.—The information was not provided.] 

Mr. Avprecnrt. If I could pick up on that, I do not think I have 
any figures either but I would say that when we adopted a match- 
ing gift program it was first limited to higher education. When we 
expanded it, we expanded it first to the arts and public broadcast- 
ing. Subsequently we expanded it to hospitals and now it is almost 
all 501(c\(8) organizations other than those which are religious, 
political, et cetera, exclusions that I am sure everyone would un- 
derstand. ) 

We assumed when we brought hospitals in that that would be 
the second largest category after higher education. It turned out 
that public broadcasting and the arts get more through matching 
as a result of the gifts of our people than do hospitals. If you take 
public broadcasting out, culture and the arts is almost even with 
hospitals. Now the big leader, of course, is higher education. 

Mr. McDape. May I ask what percent of your before-tax profit is 
earmarked for the arts by corporate policy? 

Mr. ALBRECHT. Well, we are a mutual insurance company, Con- 
gressman, and we are taxed under a different tax law. Counsel is 
not here with me and I need to tread carefully in this one but I 
believe it is the Life Insurance Income Tax Act of 1959. On the 
basis under which we are taxed under that law, I believe it is 
correct that essentially we do not get a deduction for the contribu- 
tions we make. 

Also, being a mutual. company the concept of direct profits or 
profit income per share is not relevant, and we talk about such 
things as additions to surplus, net gain from operations, and so 
forth. Our formula is based on one percent of policyowner divi- 
dends, and of course that means that we are taking that money 
from the money that would otherwise go to policyowners. 

Mr. McDape. Would the legislation you mentioned permit you to 
get tax deduction? 

Mr. ALBRECHT. No. That is restricted to individuals. 

Mr. McDape. We will have to speak to the people who sponsored 
it and see if we cannot make it mutual, since you are so up front. 

Let me for purposes of comparison ask what percent of your 
budget before taxes goes to advertising at AT&T? 

Mr. Bock. I am sorry? 

Mr. McDape. What percent goes for advertising? 

Mr. Buiock. About four-tenths. 

Mr. McDape. If you went over, to the Yellow Pages which is a 
separate shop, would you know how much goes for both advertising 
and for the arts—— 

_ Mr. Biock. Well, there is no arts component. The Yellow Pages 
is simply a division of the business so it would not have an arts—— 

Mr. McDape. They do not contribute to the arts at all? 

_ Mr. Brock. Well, they contribute the earnings. The Yellow Pages 
is not a separate corporation in our company. 
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Mr. McDapz. How much do you advertise for the Yellow Pages? 

Mr. Buiock. Nationally? 

Mr. McDapE. Yes. 

Mr. Buock. I guess about $15 to $18 million a year. 

Mr. McDapg. Can you relate that, as you did before, to percent- 
age? I am just trying to get some insight on two areas where there 
is a tax deductibility and how the corporation treats them both, 
recognizing they serve different purposes. 

Mr. Biock. Yes. I cannot do it offhand. From AT&T alone, our 
contributions budget for this year is about $5.5 million. About $1 
million of that will go to the arts. If you take all of the Bell System 
companies in aggregate, the budget would then be about $35 mil- 
lion, a slightly lower percentage total to the arts. 

Does that help any? 7 

Mr. McDape. Yes. That helps me to at least get a frame of 
reference. | 

Mr. Biocx. Our percentage, by the way, for the arts this past 
year, we have been as a matter of policy trying to ratchet it 
upward and we are a little bit over 14 percent now out of the total 
contributions. po 

Mr. McDapeE. Okay. 

Thank you, Mr. Chairman. 

Mr. Yates. Mr. Dicks? 

Mr. Dicks. In your view then, if we make these substantial cuts, 
say 50 percent for the National Endowment for the Arts, the 
private sector will not be able to pick up that much in the next 
year. Is that correct? 

Mr. Buiock. That is my opinion. Yes, sir. 3 

Mr. Dicks. Therefore, you would see nationally a reduction in 
the amount of money that would be available for arts groups all 
over this country. Isn’t that also correct? 

Mr. Buock. Yes, sir. 

Mr. Dicks. Sometimes I think when we get into this subject we 
fail to look at it from a business perspective, an economic develop- 
ment perspective. Our efforts in the arts are very labor-intensive, 
we create a lot of jobs, a lot of employment, a lot of economic 
opportunity for a lot of people, not just artists but all the people 
who are involved in a production of a play or some performance. 

I would like to hear your comment on that. Isn’t there a substan- 
tial economic impact in communities all over this country that 
have viable arts institutions? 

Mr. Brock. There is no question. I am sorry I do not have 
aggregate statistics, although they have been developed and I could 
bring them in, but it has been estimated and I did say in my 
remarks that it is estimated that the arts provide employment, 
paid employment for a million persons in the United States. That 
would be a big industry. 

Mr. Dicxs. Obviously, if we make a cutback here, and when we 
add up what business does and the Government does, it is going to 
have an impact on employment. People are going to be laid off. 
People are going to lose their jobs and we are going to have to take 
care of them with unemployment compensation and other social 
programs. Isn’t that also true? 
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Mr. Biock. Yes, sir. A trombone player is just as much on 


welfare as an electrician. 


Mr. Dicks. Just as much as someone else. I think the figures that 
my colleague was mentioning earlier from The Wall Street Journal 
which indicated that in 1967 this is according to the business 
committee, now some $22 million was given to the arts, and in 1979 
that figure had risen to $436 million, certainly indicates that this 
partnership between the Endowment and the private sector has 
dramatically increased the amount of money that is being contrib- 
uted. Therefore, jobs have been created and this economic activity 
has been carried forth because of this partnership. Is that fair? 

Mr. Bock. Yes, sir, it is fair. 

Mr. Dicks. At a time when we are seeing these major cutbacks in 
social programs, to allow people to take the standard deduction and 
who are in a position to take a tax deduction for charitable contri- 
butions, is going to be even more necessary. This is not just because 
of the arts but because the private sector is going to be asked to 
pick up a lot of the cost of social programs. 

Therefore, there is a necessity, to seriously consider the Gep- 


_ hardt-Conable legislation. It is also true, though, that there is a tax 


consequence or a revenue consequence to the Government by going 
in that direction, as well. In other words, if we say, “Okay, we are 
going to move over here and do it with a tax expenditure,” then it 
is also going to cost the Government money. 

This worries me. We have a very good, targeted approach here 
and what we are doing is undercutting that targeted approach. We 
know where this money is going to go. I think you have to balance 
this off. You are going to have a revenue loss on one side or a 
budget expenditure on the other side. Isn’t that true? 

Mr. ALBRECHT. There is, of course, a revenue loss. In the studies 
that Professor Feldstein did, however, for the National Commission 
on Private Philanthropy and Public Needs, I think some consider- 
able evidence was demonstrated that tax deductibility of contribu- 
tions is an effective mechanism and that the revenue loss is made 
up for and exceeded by the gain in contributions that are made by 
individuals. Therefore, it is not a one-to-one situation. It is some- 
what more than one-to-one in favor of an increase in charitable 
contributions. 

The other thing goes back to the very tail end of my statement, 
and that is the kind of pluralistic society we have and whether we 
wish to further it, and whether this is a worthwhile expenditure 
and loss of income in that direction. When you have 75 percent of 
the taxpayers in the country who cannot deduct their contribu- 
tions, then pretty soon you are talking about tax deductibility of 
contributions becoming something just for a privileged few. That I 
am very concerned about, the long-term implications of that for 
our country. 

Mr. Dicks. Well, I agree with you. I think that is a very impor- 
tant point. I also think that if we are looking at a society in which 
we are going to make these kinds of substantial cuts in social 
programs, which it appears we are prepared to do, that only 
through this kind of a program, some form of charitable contribu- 
tion that is broader, are we going to have the possibility in the 
private sector of taking care of some of these problems that I think 
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are going to fall upon our communities, which I do not think has 
been very well thought out, by the way. ; | 

I will yield to the chairman. : 

Mr. Yates. Mr. AuCoin? 

Mr. AuCorn. Mr. Chairman, I have no questions. 

Mr. Yates. Mr. Regula? 

Mr. Recuta. No, Mr. Chairman. 

Mr. Yates. Mr. Loeffler? 

Mr. LorFFLER. Thank you, Mr. Chairman. weab 
To our witnesses this morning, thank you for the enlightenment 
that you have shared with the committee. I would like to pursue 
the general thrust of the tax concepts because we are in a new era 
of American political history wherein expenditures by the Federal 
Government are being reviewed and priorities will change. Z 

First of all, there is no program that the Federal Government 
has considered or that the Federal Government is currently in- 
volved in that does not have merit. However, there is a decision as 
to what priorities we must establish from Washington. 

In looking at the proposed reductions which will be 50 percent, 
assuming that they would be enacted into law for 1982, what are 
the various tax advantages that you have in your two separate 
corporations and that are available to the American people as 
individuals that could stimulate—currently, tax advantages that 
are currently on the books—contributions to the arts? 

Mr. ALBRECHT. Well, I think I tried to indicate that corporately 
we are taxed on a different basis, and essentially we do not receive 
a corporate tax deduction for the contributions we make. It is an 
entirely different law under which life insurance companies are 
taxed. | 

In terms of individuals, we do have a matching—— 

Mr. LoEFFLER. In other words, for you and your sister companies 
in the industry that you represent, you have no tax benefits at this 
moment for the—— 

Mr. ALBRECHT. It would depend, Congressman, upon the basis on 
which a company is taxed under the Life Insurance Company 
Income Tax Act of 1959. Most large mutual companies, which are 
some of the largest in the country, are taxed on a basis which does 
not permit them to take charitable contributions as a deduction. 

Mr. LoEFFLER. Before we go into the individual tax advantages, 
what is the total aggregate, approximately that is, being contribut- 
ed to the arts from your sector of private industry. 

Mr. ALBRECHT. I would not have the figure for the life insurance 
business. The figure that Mr. Block had was for all business in 
general—and that is probably a figure out of “Giving U.S.A.” —of 
over $400 million in 1979. 

Mr. LoEFFLER. Mr. Chairman, I wonder if it might be possible if 
he could submit for the record what the insurance industry has 
contributed—particularly in your line, those sister companies in 
the mutual area—without tax incentives? 

Mr. Yates. Can the witness furnish that information? 

Mr. ALBREcuHT. I could try and get some of the associations that 
we deal with to get that information but all I can say to you is that 
we will try to do it. : 

Mr. Yates. I think we will just have to accept that statement. 
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_ Mr. Loerrier. Thank you, Mr. Chairman. 

_ What are individual tax incentives for charitable contributions? 
Mr. ALBRECHT. With respect to individuals, we have an extensive 
matching gifts program and it does extend, of course, to the arts. 
Under the program now we will match gifts of our people from a 
minimum of $25 per gift to a maximum of $4,000 in a year, and 
also for $500 we will match on a two-for-one basis. 

The matching gift programs in corporations vary far and wide, as 
you can well appreciate, but that happens to be ours. In addition, 
we also support a list of art organizations that are national service 
- organizations, that provide services to arts organizations in their 
various fields, such as dance, such as theatre and so on, opera. 

We are also involved in a program called ‘“Awards in the Visual 
Arts,” jointly funded by Equitable, the Rockefeller Foundation and 
the National Endowment of the Arts. This is a relatively new 
program announced a year ago and our expenditures for that, as 
well as the Endowment’s and the Rockefeller Foundation’s, will be 
increasing over time. 

Mr. LOEFFLER. Thank you, Mr. Chairman. 

Mr. Yatess. I just want to ask you one further question, and that 
relates to company policy in not only giving to the arts but to the 
other organizations which require your contributions. The arts are 
only one of the categories of charitable contributions to which you 
give. | 
_ Do you not each year have to decide where it is most advanta- 
geous to your company, rather than to the community, where you 
make that contribution? Perhaps that is a harsh way to put it but 
as you youself said, Mr. Albrecht, you are in the business of 
making profits fundamentally for your shareholders. 

Mr. ALBREcnT. I think you are quite correct, Mr. Chairman. Just 
where you divide the pie, as members of this committee know and 
as all of us as individuals know, is very difficult. It ranges far and 
wide from one company to another. I think it is entirely appropri- 
ate for a company to take into account what logically it should be 
supporting, bearing in mind its emphases, its products and its 
Services. 

In our company we have five or six different major categories. 
One obviously would be higher education and the United Way. We 
also have a very heavy emphasis on affirmative action. Therefore, 
when you decide what your total figure is going to be for a year 
and you know how much more you are going to have, hopefully, 
each year than the previous one, then you have to decide where 
you wish to allocate it. 

You would take a lot of things into consideration: your corporate 
interests which you believe to be an enlightened view of what 
national needs are, where perhaps some greater needs exist than 
others, and things of that kind. 

Mr. Dicks. Mr. Chairman, could I just ask a question on that 
point? 

Wouldn’t you also take a look at a situation where there is a 
challenge grant, for example, where you know that the Federal 
Government is putting up a dollar for every three dollars that you 
can contribute, and therefore you can get more leverage for your 
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investmens wouldn’t that also play a part in making a decision 
ere? ” 

Mr. ALBRECHT. It might, it might not. It depends upon your 
priorities. It depends upon whether the kind of project and organi- 
zation that would be getting a challenge grant would fit in with all 
this. It is a very complex matter and I do not want to make it more 
complex than it is, in fact, but there are a lot of things to take into 
mind. It is not done on a knee jerk, rote kind of basis at all. 

Mr. Yates. On that point, an example comes to mind of public 
broadcasting, for example. You make contributions to Public | 
Broadcasting as well. I remember the instance of the broadcast of 
the movie, “The Death of a Princess.’ Do you remember that? 

Mr. ALBRECHT. Yes. : 

Mr. YaTES. It raised some opposition by the Gevernment of Saudi 
Arabia at the time and provoked, if my memory serves me correct- 
ly, a request by the Mobile Oil Corporation to Public Broadcasting 
not to broadcast that film. 

Do you consider the policies of the art exhibits or of the broad- 
casts in their relationship to the well-being of your companies, 
insofar as your giving is concerned? Do you tend to allocate fund- 
ing? . 
What goes through your mind’ as you give? I know that the 
testimony before our committee has indicated that by and large the 
American corporations do not qualify their grants. They give the 
money to be used as the Government agencies and as the charities 
think best for the needs to which the funds are directed. 

Obviously, the “Death of a Princess” incident was the great 
exception, I believe, but does a corporation not take into considera- 
tion the well-being of its company and the possible effect of what 
an exhibit or a broadcast is likely to be, not so much in its degrad- 
ing or deprecating attitudes but for the enhancement of the compa- 
ny’s position in the community as well? 

Mr. Biock. Could I comment on that quickly? 

Mr. Yates. Yes, Mr. Block. 

Mr. Brock. You also force us to say that when you try to aggre- 
gate dollar amounts of contributions you are frequently mixing 
apples and peaches and it is very tough to make comparisons but 
probably the most significant single thing that my company does in 
support of the arts is the underwriting of symphony orchestra 
tours, the Bell System “American Orchestras on Tour’ program. 

Mr. Yates. I commend you for that. You have done a marvelous 
job. 

Mr. Biock. We do not consider that a contribution at all. That is 
advertising, and that is where it appears on the account books of 
the company. Now to the recipient orchestra it is a contribution, I 
suppose, but from our point of view, our intention in doing that is 
to gain goodwill with the public at large and to gain goodwill with 
certain of our large customers, whom it turns out would just as 
soon hear an orchestra as go play golf. 

Therefore, those are advertising contracts with those orchestras 
and they are not in the contributions budget. If we make an 
underwriting grant to PBS for a show, we do not consider that a 
contribution because we are underwriting that show and we are 
doing the promo advertising, the tune-in advertising that goes with 
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a it to seek to gain goodwill. From our point of view, our intent is 


__ advertising, not philanthropy. 

Mr. Yates. Does PBS come to you with a program, or do you 

make an outright grant to PBS? If let us say PBS comes to you 
with an innovative and daring kind of a show rather than one that 
is well-established. This show has a new composer rather than the 
Pirates of Penzance, for example, which you know will have public 
acceptance immediately. How does your mind work on something 
like that? 

Mr. Buiock. Well, that is what I was trying to suggest, that if you 
are talking PBS my company—not every company but most, I 
think—obviously want to be associated with a show that they think 
has intrinsic merit but that would be well-received by the public. 
Mr. Yates. Sure. 

Mr. Biock. In other cases where you support a museum or a 
theater company or what not that is purely philanthropy, you are 
not going to interfere in the artistic selection of that institution. 

Mr. Yates. I am not trying to embarrass you. I am trying to 
burrow into the corporate mind a little bit. 

Mr. Bock. Well, I do not know of any corporation—— 

Mr. Yates. Mr. Albrecht? 

Mr. ALBRECHT. | think that in general, corporations do try to be 
aware of some of the potential pitfalls going in. I would think in 
general, however, that most of the grants are made without any 
intent to interfere unduly. 

I know in the visual arts program I mentioned a moment ago 
that we are involved in, we fully appreciate the fact that there may 
be some art that is submitted that some people in the company 
would dislike intensely. We are going to take that risk, if it is 
indeed a risk, and not interfere with that. The judging on the 
contest is gong to be done by competent people. We are not in- 
volved in the judging and we accept the decision of the judges 
when it is made. 

There are probably a number of companies that do provide sup- 
port for risky types of adventures—not adventures but rather ven- 
tures—such as legal defense organizations and so forth, and they 
run some real risk in those kinds of situations because they might 
very well turn right around and sue one of their clients or them- 
selves in due course. 

Therefore, there is some risk-taking, perhaps not as much as 
some would like to see, but I think it is for the most part relatively 
hands-off giving in terms of trying to interfere in the artistic 
judgments and so on. There is some from time to time but it is not 
all that prevalent. 

Mr. Dicks. Mr. Chairman? 

Just to make a comment on “The Death of a Princess,” they 
might not present it if she held an Equitable Life Insurance policy. 

Mr. Yates. Well, I want to thank both of you. 

Mr. McDape. Mr. Chairman? 

Mr. Yates. Mr. McDade? 

Mr. McDanpk. If I may, before you leave, this is a very interesting 
hearing and I want to commend you both for supplying the com- 
mittee with the insights which you have had. 
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Let me ask you a question: Suppose the administration’s cut is 
adopted. What are you going to do? 

Mr. ALBRECHT. Well, first of all, we did have an increase in our 
budget at the beginning of the year. Our management now is 
considering a proposal, not in the arts but in minority higher 
education, that would call for an increase above and beyond what 
that budget is. I may be talking a bit out of school here, and I do 
not know what the decision is. 

What would our response be? What would the corporate commu- 
nity’s response generally be? That is difficult to say. Let me say 
two things; First, in I think terminology that you would all under- 
stand, staff proposes, management disposes. 

Second, there are some very important things going on in the 
corporate community at the present time, I think. Although I am 
not aware of the statement, I understand that there are a couple of 
the large business associations that are dealing now with a state- 
ment on corporate philanthropy that may well be issued in a few 
days which, if it is made, would be the first statement that would 
say—if indeed it says that—that contributions by corporations are 
a legitimate expense. 

That has not been said by industry trade groups heretofore, and 
if that statement does come forth in that way and is endorsed and 
business takes it to heart, you could see some broadening of the 
base of corporate support which I think is essential. There are too 
many companies who do very little or nothing. 

Therefore, the raising of the sights means not only getting those 
who are doing something to do more but getting those who are 
doing nothing to do something. I think there are some efforts 
within the business community, going on now. 

What they will lead to, I do not know. There is a conference in 
New York next week, on the 31st, sponsored by The Conference 
Board on the corporate social role. It will be interesting, of course, 
to see what comes out of all that. 

However, I think that the business community is concerned. I 
think that the business community will try to be responsive within 
the restrictions with which it operates, and I also would emphasize 
finally that it is not just what you do by writing a check. There are 
a lot of other things. 

Mr. Block’s reference to the fact that that symphony tour is part 
of advertising indicates another way of providing very useful help 
that does not come directly out of the philanthropic budget. There 
is a lot of that that goes on that is not counted and is sort of the 
hidden part of the iceberg. 

Mr. McDape. I certainly hope you are participating in that con- 
ference. 

Mr. ALBRECHT. I am going. 

Mr. McDapke. Well, we are delighted to hear that. 

I find your figure astonishing. You say that 85 percent of all 
giving in the United States is done by individuals, and it is a figure 
amounting to $47.74 billion. 

Mr. ALBRECHT. That is correct. 

Mr. McDapr. Therefore, the clear inference is that 15 percent is 
done on the other side of the ledger. Is that correct? 
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Mr. AvBReEcuT. Well, about 5 percent represents the amounts 
given by foundations; about 5 percent by corporations; and about 5 
percent are bequests. 

Mr. YATES. Would you yield for a Guestion on that? 

Mr. McDape. Please. 

Mr. Yates. Where does he get his figures? From IRS? 

Mr. ALBRECHT. That is from “Giving U.S.A.,” which is put out by 
the American Association of Fundraising Counsel. Those figures 
are what they intend to be publishing soon as the report on giving 
in 1980 in the United States. 

Mr. McDape. Is there any further breakout of that, for example? 
Do we have any idea of that $47.7 billion, and how much is contrib- 
uted voluntarily to the arts by the American public at large? 

Mr. ALBRECHT. It is probably in this book, which is a year out of 
date, Congressman. 

Mr. McDaper. Okay. Just furnish it for the record. 

Mr. ALBRECHT. I would be glad to try and do that. 

[COMMITTEE NOTE.—The information was not provided.] 

Mr. McDapkr. The figure is significant and it does indicate that 
there is a lot of room in that five percent. There are certainly a lot 
of people that are not on board in the corporate community. Maybe 
you gentlemen can be—and will be, I am sure, in view of your past 
roles—catalysts to try to increase corporate America’s contribu- 
tions, no matter what happens. 

We know that Equitable is going to continue heads-up if they 
can, no matter what happens. What would the position of AT&T 
be? 

Mr. Biock. Well, exactly the same in the sense that manage- 
ments are quite accustomed to dealing with surprises, dealing with 
ups and downs in the economy. 

I was going to give you a little speculative anecdote here. Sup- 
pose that in the arts we found that institutions with whom we had 
had a special relationship or to whom we had a special obligation 
were severely compromised as a consequence of cuts in the Endow- 
ment budget, so much so that we felt a need to do something. 

Mr. McDape. Yes. They might go under, yes. 

Mr. Biock. Step one would probably be, if need be I would have 
to go to our board of directors and seek an additional authorization 
for the contributions budget to make a contribution. The board of 
directors would smile, give me a lot of positive feedback and say, 
“Certainly, here is the money,’ and we would make the contribu- 
tion. 

Then a month later that same board of directors would remind 
me of our obligations to make certain that the dividend is safe for 
the shareowners, and they would sort of say, “Now what we gave 
you in contributions, why don’t you make that up by lowering your 
spending somewhere else?” That is likely what would happen. 
Someone eventually would feel it. 

Mr. McDape. You would then argue that you could increase your 
advertising budget, if it is the same result. 

That was an interesting and very educational comment you 
made about the amount of corporate support that is in the adver- 
tising budget. It is a different form of support than the kind we are 
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erred about, obviously, and not reflected I don’t think in our 
record. : 

Do we have any idea of what that might be? Is there any way to 
get a handle on that? 

Mr. ALBRECHT. Not that I know of. Some companies—let’s take 
PBS as an example—some companies provide their money for PBS 
out of contributions. Others decide to pay for it out of advertising 
but there generally is a lot of assistance, technical assistance that 
is provided, other things that do not show up as a contributions 
figure. It depends upon how a company chooses to count it. 

Take loaning people as an example. We participate, and I think 
AT&T has in the past, in the congressional assistant program of 
the Conference Board. We carry the salary of the individual who 
works on a congressional committee or subcommittee staff during 
that time. There are all kinds of things that are done one way or 
another and it is not just through advertising. 

Mr. McDapE. I want to express my thanks to both of you. I know 
you have busy lives and we are very grateful to you for coming 
today and in the past and giving us your insights. Thank you. 

Mr. ALBRECHT. Thank you. 

Mr. Biocx. On the contrary, thank you for affording us the 
opportunity. fi, 

Mr. YATES. One final question before I give you the same kind of 
a blessing my colleague did: Do you favor continued Government 
support of the arts? 

Mr. Biock. Yes. 

Mr. Yates. You do, unhesitatingly? 

Mr. Bock. Yes. 

Mr. Buock. Yes, sir. 

Mr. Yates. Is your answer the same, Mr. Albrecht? 

Mr. ALBRECHT. Yes. 

Mr. Yates. Your voice went up instead of down as his did. 

Mr. ALBRECHT. I said “Yes.” 

Mr. Yates. Thank you very much for a very excellent contribu- 
tion. I want to say to those who are assembled here, many of whom 
are going to be witnesses, I want to apologize to them but I think 
that the reason we kept these gentlemen is obvious because they 
are the paladins of the new corporate enterprise, if indeed the 
Government has withdrawn from its support. Of course, we hope 
that the Government is not withdrawing from its support. 

Thank you for giving us real insights into the corporate mind in 
connection with the arts. Thank you very much. 

Mr. ALBRECHT. Thank you, Mr. Chairman. 


SYMPHONY ORCHESTRA PANEL 
PERFORMING ARTS WITNESSES 


VICTOR FUENTEALBA, PRESIDENT, AMERICAN FEDERATION OF MUSI- 
CIANS 

JOHN WILLIAMS, MUSIC DIRECTOR AND CONDUCTOR, BOSTON POPS 
ORCHESTRA 

ANI KAVAFIAN, AMERICAN SOLO VIOLINIST 

MAURICE ABRAVANEL, MUSIC CONDUCTOR LAUREATE, UTAH SYMPHO- 
NY ORCHESTRA 
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JAMES BUSWELL, AMERICAN SOLO VIOLINIST AND MEMBER OF THE 
FACULTY, INDIANA STATE UNIVERSITY 

GERARD SCHWARZ, CONDUCTOR AND MUSIC DIRECTOR, LOS ANGELES 
CHAMBER ORCHESTRA 


Mr. Yates. Now I want to deviate a little bit from the schedule 
and ask the performing arts people to come forward if they will. 

Who wants to come first, the symphonies or theater? I see Mr. 
Abravanel here. Let’s start with the symphonies. 

Mr. Yates. Mr. Fuentealba. Mr. Williams. You are accompanied 


by Mr. Gerard Schwarz, Mr. Abravanel, Mr. Kafavian, and Mr. 


Buswell. I think all of you will come up here. 

Mr. Williams, I understand your time is somewhat limited and 
your participation depends upon you, if you want to stay and 
participate to some extent. If you have to go, we will understand it. 

Mr. FUENTEALBA. No, I have adequate time. 

Mr. YATES. We would not want to miss one of your concerts as a 
result of your having to be here. 

Mr. FUENTEALBA. No, I am Fuentealba. 

Mr. Yates. Where is Mr. Williams? 

Mr. WILLIAMS. Right here. 

Mr. YATEs. Oh, there you are. I thought your face had changed. 

Mr. YATEs. Well, we are glad to see you, Mr. Williams. 

Mr. WiuiaMs. Thank you. 

Mr. Yates. All right, now, this has Mr. Fuentealba and Mr. 
Williams carrying the ball and the rest of them are what is re- 
ferred to as “cameo witnesses,’ whatever that may be. 

Mr. Williams, we are going to have to get you near a micro- 
phone. Can we ask you to change places with the young lady there, 
perhaps? Are you going to start, Mr. Williams? 

Mr. WILuiAMs. I think so. 

Mr. Yates. We are glad to have you. We have seen you on 
television. We have listened to you and your works in the cinema. 
We know you as the outstanding successor to a great man, the 
former conductor of the Boston Pops, Arthur Fiedler. You are 
carrying on his tradition in a most beautiful fashion, and we are 
delighted. 


TESTIMONY OF JOHN WILLIAMS 


Mr. Wi.LuiAMs. Thank you very much indeed. I have worked 
principally as a composer in my working life. I have come as a 
newcomer to the Boston Pops. I have worked in the field of com- 
mercial and popular music, most particularly. 

In fact, I was recently introduced at a luncheon at the 20th 
Century Fox studio, not as a composer that has worked at the 
studio for 20 years or who has contributed scores to dozens of their 
films but as the conductor of the Boston Pops and everyone at the 
studio seemed to be very impressed. Even in Hollywood, people 
were impressed with our symphonic performing groups. 

It struck me that it is really a matter of prestige, and it strikes 
me that of all the cold and hot wars fought in recent decades there 
is one area where we are consistently leading if not winning, and 
that is in this area of performing arts, an area where our prestige 
has not diminished in the world, something we need to be very, 
very proud of indeed. 
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I have been very keen all of my life on popular music and the 
creative urge as it relates to the American century, as we have 
come to call this one. We have the great works of popular compos- 
ers, the Gershwins, the Kerns, the Porters and all the rest of them 
of the earlier part of the century, people who contributed tremen- 
dously in a creative way to the energy of the country. 

It interests me that the critics of NEA always point out that 
these people were not recipients of endowments. In those perhaps 
more naive times, I think that the strivings of a Gershwin—for 
example, Gershwin striving to get to Carnegie Hall resulted in the 
Rhapsody in Blue. His perhaps naive reaching resulted in Porgy 
and Bess, the best American opera, probably, that we have. 

This kind of striving and reaching is typical of the kind of 
creative energy of the American century. My interest is the cre- 
ative process, the future really of music. What kind of energy are 
we going to have in the 2lst century in the creative area? Is it 
going to be great? 

I think these institutions that do receive endowment support are 
catalysts to artists who do not receive that support. If they are 
composers in whatever is the contemporary equivalent of a garret, 
they are working toward having their works performed by the 
Chicago Symphony or the Metropolitan Opera, or all the rest of 
these great institutions of ours. 

Therefore, I think this is important to the creative impulse and 
the creative energy of what we hope is going to be the next Ameri- 
can century. We are in a time for economic readjustments; we 
recognize that. The problem here seems to be not so much budget 
cuts as a question of balance and proportion. We are willing to do 
what we can to help. 

The thing that disturbs me, really, is the idea that the arts are a 
low priority. It strikes me that they ought to be, on the contrary, a 
high priority. They have been called the fabric of our culture. It is 
really the bones and the muscle, the spirit of our civilization. 

The NEA has been a great success. The history of art is the 
history of patronage of all sorts. I am just here to say those few 
words to help if they will. 

Mr. Yates. They will indeed help, and we are very grateful for 
your intervention. 

Had you concluded your statement? 

Mr. WILLIAMS. Yes. 

Mr. Yates. Who would like to speak next? 


TESTIMONY OF VICTOR FUENTEALBA 


Mr. FuUENTEALBA. I will speak. My name is Victor Fuentealba. | 
am the international president of the American Federation of Mu- 
sicians. If you noticed, I allowed Mr. Williams to speak first since 
he is one of my constituents. 

Mr. Yates. That is the congressional approach, too. 

Without objection, the panel’s statements may be put into the 
record. 


[The statement follows:] 
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CONDUCTORS JOHN WILLIAMS, MAURICE ABRAVANEL, AND GERARD SCHWARZ 
TESTIFY BEFORE CONGRESS ON BEHALF OF NATION'S SYMPHONY ORCHESTRAS 
Conductors John Williams, conductor of the Boston Pops Orchestra, 
Maurice Abravanel, conductor laureate of the Utah Symphony 
Orchestra, and Gerard Schwarz, music director of the Los Angeles 
Chamber Orchestra, testified today on behalf of the nation's 
more than 1500 symphony orchestras before the House Appropri- 
ations Subcommittee on the Interior. With jurisdiction over 
funding for the National Endowment for the Arts, the Subcommittee 
held the first ina series of hearings scheculed between now 

and the end of May, to present testimony on the 50 percent 
budget cuts proposed by the Reagan administration. 

In testimony submitted on behalf of symphony orchestras, 
witnesses protested the severity of the proposed budget cut, 
stating that "We recognize that sacrifices must be made...we 
are willing to carry our fair share of the burden, but must ask 
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that it be distributed evenly. A cu 
severe and not equitable with what other agencies with far 
less successful records have been asked to absorb." 

In testimony responding to the administration's claim that 
the federal government has become a financial patron of first- 
resort replacing traditional sources like corporations and 
individuals, witnesses cited the dramatic increase in corporate 
Support for the arts since 1965, claiming that the Arts Endowment 
has, in fact, fostered this increased support through the 
administration of creative matching grant programs. 
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STATEMENT BY MAESTRO JOHN WILLIAMS ON BEHALF OF THE NATION'S 
SYMPHONY ORCHESTRAS 


March 25, 1981 


House Appropriations Sub-Committee On The Interior 


Mr. Chairman and members of the Sub-Committee: 

My name is John Williams, and I am a musician. I come before 
you today as a representative of our nation's 1,572 symphony 
orchestras. As a composer and as music director of the 
Boston Pops, I welcome the opportunity to talk with you on 
behalf of the artists and institutions across the country 
that bring symphonic music to more than 23 million Americans 
each year. 

I am also pleased to be joined by my distinguished 
colleagues Maestro Maurice Abravanel, Maestro Sergiu Comissiona, 
James Buswell, Ani Kavafian and Maestro Gerard Schwartz. 

American symphony orchestras are among our country's 
finest artistic and cultural resources, enriching communities 
throughout the United States from the major urban centers 
of Chicago and Los Angeles to the smaller communities of 
Johnstown, Pennsylvania, and Richland, Washington. American 
orchestras reach far beyond the audiences in their concert 
halls. They contribute significantly to the spirit and 


cultural vitality of the many and diverse communities they 


serve. 
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The great professional orchestras of the United States 
are internationally renown and recognized as equal to the 
finest orchestras anywhere in the world. They have as their 
first and basic article of faith a commitment to musical 
and artistic quality. These orchestras set the standard of 
excellence against which all other musical endeavors are 
measured. 

American orchestras do more than play symphonic music. 
They serve as a total musical resource, nurturing other 
arts activity in their communtiies by demonstrating techniques 
of organization, fundraising, and audience development; by 
cooperating with and instigating joint artistic ventures; 
and by sustaining a ready pool of skilled musicians. Parti- 
cularly valuable to smaller communities are the orchestra 
musicians who form the nucleus for other arts activity, 
including opera, dance, chamber music, musical theatre, 
civic, and church events. These musicians serve as faculty 
members in colleges and conservatories, and in the public 
schools. In these positions they train and prepare 
musicians for top professional assignments, while marshalling 
their talents for the good of their communities. 

Fifteen years ago, Congress passed legislation to create 
the National Endowment for the Arts to foster professional 
excellence of the arts in America. For more than ten years, 
the Arts Endowment has helped orchestras to develop the 
resources essential to artistic progress and the pursuit of 
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excellence. The Arts Endowment has created a climate in 
which orchestral music can be experienced and enjoyed by 

a public that grows in numbers each year. But, most 
importantly, the National Endowment for the Arts has 
fostered the conviction that the arts are central to human 
life -- to the lives of the American people. It is only 
because a the power and prestige of the federal government 
in this significant and unique leadership role that support 
from every sector has grown so dramatically in the past 

15 years. 

But now we are ce told by the federal government 
that the arts are a low-priority- item this year, that the 
arts must suffer budget cuts so that more basic needs may 
be fulfilled. We recognize that these are not ordinary 
times and that sacrifices must be made if our economic 
troubles are to be reversed. We are willing to carry our 
fair share of the burden, but must ask that it be distributed 
evenly. A cut of 50 percent is too severe and not equitable 
with what other agencies, with far less successful records, 
have been asked to absorb. 

We strongly reject the notion that the arts are a low 
priority. The arts are a basic human need. Without art 
and music, without outlets for creativity, without room for 
the human spirit to explore and grow, our world is empty. 
All cultures throughout time, no matter how primitive or 
how poor, have had art and music. Art is necessary to life. 
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A civilization is defined and remembered not only 
by the wars that are fought, but by the works of art, 
architecture, literature, theatre, and music that are 
‘created. Pericles, ruler of Athens, fought the Pelopon- 
nesian War; he is remembered for the construction of the 
Acropolis, crowned by the Parthenon. The Italian 
Renaissance was permeated by armed conflict. Few can 
remember the battles, or the reasons why they 
were fought; yet, our children know Michelangelo, 

Raphael, and Leonardo de Vinci. ‘The reign of Elizabeth I 
is remembered through the poet who defines the age -- 
William Shakespeare. 

So, too, our nation will be remembered for its culture 
and what we create. For many decades America was considered 
a provincial outpost for European culture. Today, the 
United States has taken a leadership position in the 
performing arts. Our arts institutions are the envy of every 
nation on earth. American orchestras rank equal to the world's 
finest, and may well be our best ambassadors. When the 
Boston Symphony Orchestra traveled to China for a ground- 
breaking tour, the musicians spoke no Chinese. Yet, they 
communicated with more people and created more goodwill 
than did years of diplomatic efforts. 

In its short history, and with a fraction of the money 
given to other agencies of government, the NEA has made great 
strides in increasing opportunities for artists and audiences 
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alike. Orchestras today reach deep into their communities 
and far beyond their concert halls, without compromising 
artistic quality. 

To continue the pursuit of excellence, symphony 
orchestras face many challenges now and in the future. 
Orchestras must ensure the ongoing development of new 
repertoire. They must nurture gifted young conductors, 
orchestra musicians, and solo artists. They must captivate 
new audiences in their communities, on tour, and through 
the electronic media. Orchestras must offer improved 
employment conditions for their musicians, both in 
economic and artistic terms. 

The establishment of the NEA represents a commitment 
by the federal government, for the first time in history, 
to the development of the arts in the country. The NEA's 
success in carrying out its mandate is evident everywhere. 
It has challenged private individuals, foundations, 
corporations, and state and local governments to support the 
arts. And they have responded. As a justification for 
a cut of 50 vercent in the budget, the administration 
claims that the federal government has become the 
"financial patron of first-resort," replacing traditional 
sources like corporations and individuals. Nothing could 
be further from the truth. Since the Arts Endowment was 
created, corporate suvport for the arts has risen from 
$22 million to $436 million. With its provision that each 
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dollar of program money be matched one-to-one and each 
dollar from treasury and challenge grants be matched with 
“three non-federal dollars, the Arts Endowment has challenged 
orchestras to increase private funding and find new sources 
of support. Orchestras have met that challenge. In 1965, 
the year before the Arts Endowment was created, corporate 
gifts to orchestras totaled $2.4 million. Today, that total 
is $15.6 million. Additionally, support from private 
individuals, which was $9.9 million in 1965, has risen to 
$41.4 million. And, with help from the Arts Endowment 
Challenge Grant program and increased private giving, 
yields from orchestra endowments and investments have 
increased from $2.7 million in 1965 to $22.3 million today. 
Last year, with $9 million in program funds, orchestras 
raised $21 million from private and other government sources. 
Challenace grants continue to be as successful. The Saint 
Louis Symphony used a $1 million challenge grant to raise 
$8 million. The Boston Symphony used a grant of $850,000 
to raise $11 million. 
In addition to the actual funds orchestras receive 
from the federal government, the Arts Endowment has played 
an important role in the creation of major programs that 
stress continued excellence for orchestras. AT & T, 
through the Bell System Orchestras On Tour Program, 
assists major orchestras with extensive domestic touring 


to bring the highest quality orchestra music to communities 
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of every size. The Exxon/Arts Endowment Conductor Program 
is a joint government/corporate effort designed to seek out 
and develop talent demonstrated by promising young American 
conductors. 

Rather than sparking increased giving from private sources, 
a 50 eS eccat cut in the Arts Endowment budget may do the 
Opposite. Many corporate leaders have already suggested 
that increased support on their parts cannot be expected 
. to make up the loss in federal funds. States and localities, 
which increased their support for the arts in response to the 
federal cue, may well cut back their support if the federal 
government changes its priorities. 

With each dollar of Arts Endowment money generating an 
estimated five dollars, a cut of $88 million could become 
a loss to the arts of $440 million. While orchestras as a 
group are better managed than ever before, the line between 
a balanced budget and a deficit is very fine. Faced with 
a loss of federal funds and a potential cutback in other 
sources, those programs that have been painstakingly built 
up since 1965 will be cut. Orchestras depend on the Arts 
Endowment for only 5.5 percent of their budgets, yet that 
slight percentage is vital because of programs it supports 
and the funds it helps raise. For the federal government to 
reduce this commitment to the arts will send forth the message 
that the arts are no longer important, which will likely 
reverse the gains of the past 15 years. 
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In determining the extent of the loss to orchestras hess 
the proposed budget cut represents, it is important to 
look at how orchestras have grown in the past 15 years. 

All arts disciplines have grown in numbers, and 
orchestras are no exception. But unlike dance troupes, 
most of which were created during that 15-year period, 
orchestras are not new. Major orchestras like the New 
York Philharmonic date as far back as 1842 and the Boston 
Symphony celebrated its centennial just this year. But 
the world of orchestras also @nelddes the Bangor, Maine 
Symphony which celebrates its 85th anniversary this year, 
the Cedar Rapids, Iowa, Symphony which is 60-years-old, 
and the Albany, New York, Symphony, which is 50-years-old. 

But most importantly, the past 15 years have shown 
tremendous growth in the variety of services that orchestras 
provide for their communities. It is in this area, with 
the help of the Arts Endowment, that orchestras have 
flourished. According to data from the American Symphony 
Orchestra League, the number of concerts orchestras 
performed tripled, from 5,247 in 1965 to 16,437 in 1979. 
Audiences at those performances totaled more than 
23: miLDLONYin tIS79. 

The growth in the outreach programs of orchestras has 
been equally impressive. Educational activities, which include 
the traditional Children's Concerts, ensemble performances 
in schools, and private lessons, now reach more than 3 million 


students every year. Free ensemble performances, which include 
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in-school demonstrations, master classes, visits to nursing 
homes and hospitals, and performances in public places are 
heard by an additional 1.5 million. 

Last year, free concerts by full orchestras had an 
audience of 2.5 million at more than 3,000 performances, 
an increase of 20 times over 15 years ago. And, tours by 
orchestras to outlying communities bring music to an 
Badiecional 2.8 million people, many of whom would not 

have any other chance to hear an orchestra play. 

It is these activities that make orchestras a total 
musical resource, providing service to all parts of their 
communities. It is these vital activities that have 
flowered with the encouragement and funding from the 
National Endowment for the Arts. And, sadly, it is these 
activities that will be the first to be cut if funding is 
so dramatically reduced. 

Orchestras can and want to continue these activities. 
Orchestras can and want to provide more services. To cut 
the Arts Endowment budget by 50 percent and reduce the arts 
to a low priority budget item will tell the American people 
that the arts are no longer important. To do that is to put 
an end to these programs and to still the music they bring 
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LIST -OF WITNESSES -- SYMPHONY ORCHESTRA PANEL 

House Appropriations Subcommittee on the Interior 

March 25, 1981 Room 2154 Rayburn House Office Building 
Mr. John Williams 


Ms. 


Min. 


Mr. 


Mr. 


Mr. 


Conductor, ‘Boston Pops ‘Orchestra 
Composer 


Ani Kavafian 
American solo violinist 


Maurice Abravanel 
Music Conductor Laureate, Utah Symphony Orchestra 


James Buswell > 
American solo violinist 
Faculty, Indiana University 


Gerard Schwarz 
Conductor and Music Director, Los Angeles Chamber Orchestra 
Conductor, 92nd Street Y Chariber Orchestra, New York 


Sergiu Comissiona 
Music Director and Conductor, Baltimore Symphony Orchestra 
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JOHN WILLIAMS 


John Williams was named the 19th conductor of the Boston Pops 

on January 10, 1980. Born in New York in 1932, he moved to Los 
Angeles with his family in 1948, where he studied piano and composi- 
tion at the University of California, and privately with Mario 
Castelnuovo-Tedesco. He was also a piano student of Madame Rosina 
Lhevinne at the Juilliard School in New York. While in New York, 
Williams was active as a pianist, working with leading jazz musi- 
cians both in clubs and on recordings. He returned to Los Angeles 
to rejoin his family, and began his work in the film studios, 
working with such composers as Alfred Newman, Dmitri Tiomkin, and 
Franz Waxman. Mr. Williams went on to write music for "golden age" 
television programs like Alcoa Theater, Kraft Theater, and Playhouse 
90 -- winning two Emmys for his work in television -- and has since 
become the most sought-after composer of film music in the world. 


He has also written concert music, including two symphonies, a flute 
concerto, and most recently, a violin concerto premiered by the 
Saint Louis Symphony. 


Mr. Williams has composed the music and served as music director for 
approximately 60 films, including "Jane Eyre," "Goodbye, Mr. Chips," 
"The Poseidon Adventure," "The Towering Inferno," "Earthquake," 
"Jaws," "Star Wars," "Close Encounters of the Third Kind," "Superman," 
and "Dracula." For his work in films, Mr. Williams has received 

14 Academy Award nominations, and he has been awarded three Oscars: 
for his filmscore arrangement of "Fiddler on the Roof," and for his 
Original scores to "Jaws" and "Star Wars." This year, he has won 
his ninth and tenth Grammys for the score to the film "The Empire 
Strikes Back," which he has recorded with the London Symphony Orches- 
jt - 


Mr. Williams' conducting experience includes concerts of light 
classical music with orchestras in London, Los Angeles, Atlanta, 
Pittsburgh, and Dallas. He was guest conductor with the Boston 
Pops for two Symphony Hall programs in May of 1979, and since his 
appointment as Pops Conductor he has led the orchestra at Carnegie 
Hall, on a midwestern tour to Chicago, South Bend, and Detroit, and 
in Providence. Mr. Williams was also co-conductor for a BSO/Pops 
Marathon fundraiser with BSO Music Director Seiji Ozawa, shortly 
before he opened his first full season as conductor of the Boston 
Pops on April 29, 1980. 
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MAURICE ABRAVANEL 


When Maurice Abravanel came to Utah in 1947 as music director and 
conductor for the Utah Symphony, he found a fledgling orchestra 
that had just completed its first year as a professional ensemble. 
Since that trial season the Abravanel spirit has made an indelible 
impression on theorchestra and the state of Utah. When he stepped 
down in 1979 on the advice of his doctor and became music conductor 
laureate he left an internationally acclaimed orchestra, ranked 
among the top 12 in the nation. 


The 10-concert schedule of 1947 expanded to over 200 in maestro's 
final year. He conducted the orchestra on four international tours, 
to Europe, Britain, Latin America, and numerous national and re- 
gional tours. His .32 years with the Utah Symphony marks the longest 
tenure of any conductor with a major U.S. orchestra with the ex- 
ception of Eugene Ormandy in Philadelphia. 


Maestro Abravanel left his native Greece early in life to commence 
his impressive career. He made his debut in Neustrelitz, Germany 
in 1923, with the Berlin State Opera in 1930, in Paris and Kassel 
in 1932, and with New York's Metropolitan Opera in 1936- He 
conducted in Australia during the years 1934 to 1936 and 1945 to 
1946. His studies with Kurt Weill in 1922 and 1923 began an 
association that resulted in the maestro's conducting the world 
premieres of all of Weill's American productions. 


From 1956 to 1979, Maurice Abravanel served as music director of 
the Music Academy of the West in Santa Barbara, and now acts in 
an advisory capacity. He won the Antoinette Perry (Toni) Award 
in 1950 for "Regina" (The Little Foxes) and has twice been 
nominated for Grammy Awards (1979 and 1980). 


Appointed by President Nixon in 1970, he served for six years on 
the orchestra/opera advisory panel and the National Council on the 
Arts of the National Endowment for the Arts. He has been the 
recipient of 22 awards and honorary degrees from numerous music 
societies, academic institutions, and civic organizations. He 

has served as a board member for several music and arts councils, 
including vice chairman of the American Symphony Orchestra League. 


Post Office Box 669 Vienna, Virginia 22180 703/281-1230 


SERGIU COMISSIONA 


Sergiu Comissiona, music director of the Baltimore Symphony 


' Orchestra since 1969, has been much sought after in recent years 


as a guest conductor and musical adviser for other orchestras. 
He is artistic adviser of the Houston Symphony, music adviser 
and principal conductor of the American Symphony Orchestra in 
New York, and has accepted the post of permanent guest conductor 
of the Radio Philharmonic Orchestra of the Netherlands for a 
three-year period beginning with the 1982-83 season. Comissiona 
has also served as artistic adviser of the Temple University 
Music Festival. 


Born June 16, 1928 in Bucharest, he began his conducting career 

as music director of the Rumanian State Ensemble Orchestra and 

as principal conductor at the State Opera. He emigrated to Israel 
in 1959, where he soon accepted the post of music director of the 
Haifa Symphony Orchestra. In 1960 he formed the Ramat Gan Israel 
Chamber Orchestra, with which he toured Europe, Canada, and the 
United States. Comissiona conducted all the major orchestras of 
London and at Covent Garden, and made his American conducting 
debut with the Philadelphia Orchestra in 1965. Directorial and 
advisory posts with the Goteborg Symphony in Sweden and the Ulster 
Orchestra in Northern Ireland occupied him during the 1966-67 
season, during which he also made his first appearance as guest 
conductor of the Baltimore Symphony. 


Since taking command of that orchestra, Comissiona has continued 

to expand his international conducting career. He has directed 
major orchestras in 21 countries on six continents, and has re- 
corded with the Baltimore Symphony, the Goteborg Symphony, the 
Israel Chamber Orchestra, and l'Orchestra de la Suisse Romande. 

His summer engagements have included, in addition to the Temple 
University Music Festival, the Aspen and Chautauqua Music Festivals, 
the Pittsburgh Symphony Orchestra, and the Casals Festival 
Orchestra in Puerto Rico. 


A Romanian by birth, Comissiona held Israeli citizenship from 
1959 to 1976, and became a U.S. citizen on Independence Day 1976. 
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GERARD SCHWARZ 


One of America's most dynamic and talented young conductors, Gerard 
Schwarz has been catapulted to national attention in four short 
seasons. He is music director of the Los Angeles Chamber Orchestra, 
New York's Y Chamber Symphony, and the Waterloo Village and White 
Mountains Festivals. 


He was born in New Jersey in 1947 to parents who emigrated to the 
United States from Vienna. Both are medical doctors. He studied 
piano from the age of five, receiving awards from both the National 
Federation of Music Clubs and the Griffith Foundation of Newark. 
Attracted to the trumpet at age eight, Schwarz soon became a pupil 
of William Vacchiano, first chair of the New York Philharmonic, and 
continued his musical training at the School of Performing Arts in 
New York, the National Music Camp at Interlochen, and the Juilliard 
School. At 18 he joined the American Brass Quintet, and in 1972 was 
engaged as co-principal trumpet with the New York Philharmonic. 
Schwarz studied composition with Paul Creston, and has held teaching 
assignments at the University of Connecticut, Temple University, 

the Mannes School, Montclair State College, Brooklyn College, CCNY, 
Columbia Queens College, Juilliard, and the Aspen Music Festival, 
where he was a faculty member from 1969 to 1975. 


In addition to his Philharmonic duties, Schwarz found time to further 
his interest in conducting with the Erick Hawkins Dance Company, 

the Soho Ensemble, and the 20th Century and Chamber Orchestras of 
Montclair State College. After achieving world recognition as a 
trumpet virtuoso through numerous solo appearances and recordings, 
Schwarz resigned from the New York Philharmonic in 1976 following 
four seasons as co-principal trumpet in order to concentrate on a 
full-time conducting career. 


From 1976 to 1980 he was music director of the Eliot Feld Dance 
Company. When the 92nd Street YM-YWHA formed the Y Chamber Symphony 
in 1977 it found an enthusiastic and inventive music director in 
Schwarz, who since that time has increased the initial five-concert 
season to 25 concerts and extended the orchestra's playing range from 
the Y to Avery Fisher Hall and beyond. In 1978 he guest conducted 
the Los Angeles Chamber Orchestra and was immediately appointed 

its music director through 1981-82. Schwarz brought that orchestra 
to Carnegie Hall and the Lake Placid Winter Olympics in 1980 and 

has expanded its recording activities. 
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THE AMERICAN SYMPHONY ORCHESTRA LEAGUE 


The American Symphony Orchestra League is the national 
professional service association, chartered by Congress, for 
North America's symphony orchestras. Founded in 1942, the 
League exists to serve orchestras--to ensure their artistic 
excellence and administrative effectiveness. For more than 

40 years the League has encouraged orchestras, both large and 
small, to take responsibility as musical leaders and to provide 


the broadest possible service to their communities. 
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Mr. FUENTEALBA. Naturally, as the president of the largest enter- 
tainment union in the world consisting of approximately 300,000 
musicians, my prime concern are jobs, jobs for musicians. We have 
a very unique situation. Music is one of the most important parts 
of everyone’s daily lives, and despite the fact that music plays such 
an important role, less than 25 percent of our members are able to 
earn their full livelihoods from music. 

When the Endowment was created in 1965 we were very happy 
and elated because we felt that this would do a great deal of good 
in creating work for musicians, and in addition in increasing their 
incomes, and it has proven to serve that purpose. Through the 
years, as the years have passed the contributions from the private 
sector have increased tremendously. The grants from the Endow- 
ment have increased and we have seen more and more of our 
members able to secure employment through the funding that was © 
created by the Endowment. | 

Now we are very distressed to see a proposal not only to reduce 
the Endowment grants but to reduce it to 50 percent, which is a 
much greater degree of reduction in the budget than in any of the 
other items in the budget. As the president of the professional 
musicians’ organization and their representative, I am here today 
to urge you to consider the full funding, or if there are going to be 
any cuts at all that the cuts be kept to a minimum. 

Musicians cannot live on applause alone. They must eat. They 
must work like everyone else, and we need that opportunity. 

Thank you. 

Mr. Yates. Thank you. 

I referred to Ms. Kafavian. I look at it and it says “Ani”. 


TESTIMONY OF ANI KAFAVIAN 


Ms. KaFAvIAN. That is right. It is Ani. 

I am a violinist, and I have come to give testimony, my personal 
experiences as a young concert artist in the United States. I find 
that it is ironic that the last time I was in the city was in order to 
play for the inaugural festivities for President Reagan. 

At that point I was representing the product of the flourishing 
arts in America, and here I am pleading for their existence two 
months later. 

I am really one of the lucky ones, I find, because I got my start a 
little bit easier than some other people have. My career actually 
was not only started because of a talent or a gift or the schooling 
that I received but also in a large part due to the NEA, the 
National Endowment for the Arts. 

Mr. Yates. In what way? 

Ms. KAFAVIAN. Well, let me explain. It is all here. 

Mr. Yates. It is interesting that you say that because yesterday 
we had the testimony of Mr. Ossie Davis, who came and was really 
a marvelous witness. He said that he had pulled himself up by his 
bootstraps but that Uncle Sam had furnished the boots. 

Ms. KAFAVIAN. Right. 

Mr. Yates. He began his career through an NYA scholarship. 
You are too young to remember the NYA but that was the Nation- 
al Youth Organization during the Depression years, and he started 
out that way. 

Ms. KAFAVIAN. It is very similar, really. 

Mr. Yates. Let’s hear the story, then. 
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Ms. Karavian. When I was a student at the Julliard School, I 
was granted the National Education Act Fellowship scholarship. At 
that time, not only did that help me to study for my doctorate 
degree but also it paid for my apartment and helped me buy food 
in New York City, which is a big thing. 

Not only that, it also gave me some other benefits. I was able to 
teach at Julliard for a while, get my early teaching experience. 
Also, maybe the most important thing was that it gave me time to 
practice. I did not have to worry about the financial burdens and I 
was able to concentrate on my individual work. 

I am a believer in the “snowball” effect. Because I was able to 
practice, I feel that is one of the reasons why I was able to win this 
international competition for a group called the Young Concert 
Artists. It is a management organization. It is a nonprofit organiza- 
tion that is really flourishing right now in New York, and they 
send their young artists all over the country, literally. 

I have been to Rexburg, Idaho, Grand Forks, North Dakota, 
Houghton, Michigan, and some other lesser-known cities. 

What really is the important thing is, the NEA was very much 
involved with most of these engagements during the five years that 
I was with the Young Concert Artists, because they gave matching 
grants and support grants to many of these communities. 

One of the reasons for that was not only that I played a recital 
or a concerto with the orchestra in the community but I also was 
in residence there for 2 to 5 days, sometimes 7 days, where I 
interacted with the members of the community by giving master 
classes to the university students, what we call “mini recitals,” 
short 20 to 50-minute recitals for the students, and lecture demon- 
strations for the younger ones that had never heard or seen a 
violin before. 

I will never forget this one experience I had while I was at a 
junior high school. I gave my lecture demonstration and I asked for 
questions. Way in the back this boy raises his hand and says, 
“Excuse me, Miss. Did you get your start on the Gong Show?” 

This is the relation that these kids have to the arts, the Gong 
Show. Maybe it is not altogether bad, but I felt that I was bringing 
something that he really had not heard before and it meant some- 
thing to him. He kept on asking other questions; he was very 
interested. 

A more touching, poignant story for me was at the end of a 2- 
week tour in the Midwest some place where each city was more 
difficult than the one before, and each concert I just sort of pushed 
myself out on the stage and said, ‘““You have to do this. It is your 
profession.” 

I came offstage once after the end of a recital. I was very, very 
tired and I sat back in the dark. Nobody was around and all of a 
sudden I felt this tap on my shoulder. It was a little lady, and she 
had to come backstage, she said she just had to shake my hand and 
touch me because she had had such a moving experience. She was 
crying while she was talking to me. This was something she had 
never heard. She was not going to be living much longer, and it 
was a very touching moment for me. 

I realized what all of us artists bring to communities like this. It 
is not only the experience that we give to them but we take back 
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the experience for ourselves of performing, which is tremendously 
important for our careers. This is the experience I feel that I 
needed in order for my career to really blossom, which thank 
goodness it has. 

Now I not only give concerts in Sitka, Alaska but I also play 
with the Detroit Symphony and the New York Philharmonic, and 
in two and a half weeks time, my favorite one, the Philadelphia 
Orchestra. I feel also like Beverley Sills, that I should be wearing a 
dog tag that says, “My career was made in the United States of 
America.” 

I think also it is very important for me because I was not born 
here. My parents and I came to this country from Istanbul, Turkey 
when I was very, very young and I started the violin lessons in 
Detroit, Michigan. I think that was sort of important to us because 
my parents came to this country because they had heard it is a 
land of opportunity. It was a place where I would get the best 
schooling. The best teachers were here. 3 

I really got that opportunity. I was one of the lucky ones, again, 
and I just cannot believe now that the young and wonderfully 
talented students now are not going to get the same chances as I 
did, or that the communities and the orchestras in this country are 
not going to have more money to support themselves and the arts. 

I just want to say that I believe in national defense and I am 
very happy that President Reagan supports that. However, maybe 
more importantly, I believe that you leaders and the leaders of our 
country have to protect and preserve the quality of life in this 
country that makes it so special to live here. 

Mr. Yates. Thank you very much for a very moving statement. 

Ms. Kafavian, that may be the most moving and effective per- 
formance you have given so far. 

Ms. KaFAVIAN. Thank you. 

I would like to also add that I love to introduce this person next 
to me. His name is Maurice Abravanel. 

Mr. Yates. We know Mr. Abravanel. 

Ms. KAFAVIAN. He is one of the deans of American conductors in 
this country, and he was for a long time conductor of the Utah 
Symphony. Now he is retired and they have appointed him conduc- 
tor emeritus. 

Mr. Abravanel. 

Mr. Yates. We are delighted to have Mr. Abravanel. I think that 
when we think of the West we should think of Mr. Abravanel, too. 
Too frequently we think of cowboys and rodeos and other things, in 
other ways than Miss DeMille’s “Rodeo”. 

Mr. Abravanel is certainly one of the great voices of the West, 
and we are delighted to have you again. He appeared before us two 
years ago, and he gave us very, very important testimony. We are 
glad to have you again, Mr. Abravanel. 


TESTIMONY OF MAURICE ABRAVANEL 


Mr. ABRAVANEL. Mr. Chairman, you are very kind. 

I want first of all to thank this committee for earmarking 5 
hours to discuss the importance or nonimportance of funding the 
arts. Obviously for you it is not an item of low priority. 

Mr. Yates. That is correct. 

Mr. ABRAVANEL. For that I congratulate and thank you, all of 
you. 
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May I read the last two paragraphs of a statement by the Utah 
Arts Council? They are very beautiful and short. 

Mr. Yates. You may read them provided you pull the micro- 
phone closer to you. 
Mr. ABRAVANEL. Thank you. 

With help from the National Endowment, the State arts budget has increased 
tenfold and more over the last 15 years. This year the legislative body was deter- 
mined to reduce government spending and did cut the budgets of nearly every State 
agency, some by 30 and 35 percent. The arts budget, however, was increased again. 

The arts have never received what they ought to receive from a Nation that 
considers itself a leader among nations. There can be no excuse for cutting an 
already too-small budget. If Utah, with its limited economy, can increase its arts 
budget during this period of economic stress, surely we can expect our Nation to do 
as well. 


I did not write it. 

Mr. YATES. It probably would have been even more beautiful had 
you written it. 

Mr. ABRAVANEL. Thank you. 

I know very well the difference between the Utah budget and the 
Federal budget. You have to fight inflation. We all agree with you. 

Why do we fight inflation? So that we can protect America. We 
fight inflation but even so we do not reduce the spending for 
defense, because this is even more important than inflation. 

The point is, are the arts important or not important to this 
Nation? What is proposed is simply to jump in the lake to avoid 
getting wet from the rain, cutting something very important. Be- 
lieve me, the arts are the victims of inflation, not the cause of 
inflation. 

We have been told by this administration that inflation is a 
result of bad Government policy. Now our Government is punish- 
ing us for their own mistakes. 

The budget for the arts has been dealt with as if it were an 
ongoing program, fully funded. It is not. It is a program in its 
infancy. For 190 years the Federal Government did not take any 
interest in the arts. 

As a matter of fact, when Mr. Smithson wanted to make a 
donation so that mostly scientific but also cultural, and eventually 
artistic pursuits could be confronted with, Congress took 10 years 
before it accepted that donation. Now who is not happy today that 
Congress finally did accept it? 

Mr. Yates. It took the eloquence of John Quincy Adams to 
persuade Congress to accept it. : 

Mr. ABRAVANEL. There you are. Today the Smithsonian Institu- 
tion is a beautiful example of the uniquely American way of deal- 
ing with the arts and all those things. 

I had the Minister of Culture of Sweden in Salt Lake not long 
ago. I asked him how are they supporting their orchestra in Stock- 
holm, 85 percent? 

He said, “Oh, no, no, no.” He said, “Which orchestra?’ They 
have 3 orchestras of 100 musicians each, one for symphony, one for 
opera, one for radio, all supported by the State. 

I said, “Not 85 percent? Maybe 80?” He said, “No, 100 percent. 
Whatever comes in the box office is gravy. That is very nice but 
the government is fully responsible.” 
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I prefer the American way. I prefer the way where Government 
is part of it and a very small part. I said the program is in its 
infancy. I can prove it. What we asked and has been cut radically 
was 70 cents per capita. 

This compares with Margaret Thatcher’s austerity budget in 
Great Britain of $3.60 per capita; $6.00 in Canada; $8.18 in France; 
$28 in Denmark. However, I want to be fair. There are also nations 
that give less. Libya and Iraq give less than even Washington. 

Why not go all the way? Uganda does not give anything. 

Now Mr. Block and the AT&T have beautifully demonstrated, as 
has The Wall Street Journal, as has the Chicago Tribune—which I 
think is a paper that should be close to this Administration— 
yesterday in the plane I read their interpretation of a study made 
by Johns Hopkins University about the purely material rewards of 
helping the arts. After reading that, I came to the conclusion we 
should have 360 major symphony orchestras, 10,000 museums, and 
the Nation would be saved. , 

Let me tell you just a few things: I believe, and I say that not as 
a gimmick, I believe in the total honesty and dedication of not only 
our President but even of David Stockman. I saw him on TV. I was 
very impressed. He is obviously a very brilliant man. 

Now his little black book said seVeral things that were touched 
upon this morning: one, the Federal Government through the En- 
dowment attempted to become the primary source of funding, the 
first resort. As you know, most programs get 5 or 6 percent of their 
expenses from the Federal Government. Therefore, this is wrong. It 
is not a matter of interpretation. It is just plain wrong. 

Two, they said that the Endowment program has tended to di- 
minish the level of support from corporations and private donors. 
You heard in the testimony before that is totally, completely 
wrong. It is an insane assertion when 20 times as much is being 
given in corporate support today than it was when the National 
Endowment started. 

I will give you a little example. In Utah, with very wonderful 
people on the board of the Utah Symphony, we never needed more 
than around $45,000 a year in contributions from 1947 when I went 
there until 1966, 1967, $45,000. Today it is $1 million. 

When I went there the salaries for my musicians were $1,000 a 
year. Of course they had to have other jobs. I started going to 
schools right away. What happened? From 1947 until 1969 our 
musicians would get whatever they got for their service, which was 
at the start $6.25. By 1966 it had grown to something like $10 and 
even $12 in 1966. 

In other words, the salary had been $1,000 a year; by 1966 it was 
$1,940 a year. Today it is $20,800, in a small town. Is it the 
Endowment? Yes, it is the Endowment. Utah is a small State. Salt 
Lake is a small city and so we could not amortize the cost of a 
concert, several rehearsals and all the other expenses. 

We wanted to tour. We were bombarded with letters from Mon- 
tana, Idaho, Nevada, all over those Western States where the Utah 
Symphony is the only major orchestra between Denver and the 
coast. We never could make it. In comes the National Endowment 
and their first idea was availability of the arts. 


795 


I remember the chairman under whom I had the great joy of 
serving, Nancy Hanks. She came back always to availability of the 
arts: “We want every American citizen to have an opportunity if 
he so wishes to partake in the great -arts of this country.” All of a 
sudden, right now, today my orchestra is playing in Wyoming, 
Cody, Wyoming, the home town of Buffalo Bill. 

I conducted in Wyoming, Montana. I remember Senator Mans- 
field. | never saw such a smile on his face as when I told him we 
are going to Montana. He said, “Where?” I told him, Helena and 
Bozeman, Missoula, those big metropolises, you know. However, 
when I told him Dillon, Harvre, Montana I don’t think he smiled 
that much in his entire life, even in Japan. 

Look, my friends, the fact that you are here, the fact that you 
are listening proves that you are interested. Mr. Reagan, in his 
speech, pointed to the fact that this Nation does more, gives more 
to the arts than any other Nation. This is correct as far as private 


people are concerned. 


The Mellon people gave their priceless collection, which is really 
one of the glories of the National Gallery; Mr. Smithson. However, 
to date my figures are right. Federal spending, even after Mr. 


Stockman, for the Smithsonian is $156 million; private spending is 


$98 million. This is a good kind of proportion and we are all proud 
of it. It would be silly, no matter how important the fight against 
inflation is, it would be silly to destroy those very things we want 
to protect from inflation. 

Now Mr. Reagan said that but let me tell you about how it went 
without Government spending. Not so long ago the New York 
Philharmonic musicians went on strike. What was their goal? They 


wanted to have the same salaries as the garbage disposal men in 


New York. Now if that is not a shame I do not know what is a 
shame. Now they have passed those salaries. They would like to 
have as much as the bus drivers for Greyhound. 

This is what they can do with increased spending for the Nation- 
al Endowment. I do not want to keep you too long. I could tell you 
about my musicians getting that $6.25. One-third of them were 
school teachers, so they were docked because they could not teach 
that day for $30. In order to give free concerts in schools, my 
musicians sacrificed for 20 years. 

You know who changed that? Dr. T. H. Bell, Secretary of Educa- 
tion in this administration. He came to concerts in schools that 
were considered very unruly, with bad discipline. He could not 
believe when he saw those very children who were so tough other- 
wise listening intently to Beethoven and Bach and Copeland and 
Barber. He said, “The State must pay for that,” and the State is 
paying for that, thanks in part to what the Endowment gives. 

That is all I have to say. Mr. Yates, Mr. Chairman, you were 
very kind. Last year I concluded my testimony in saying, ‘““We must 
tighten our belts.” Let’s be sure we tighten them around our stom- 
achs, not around our hearts and souls. 

Mr. Yates. The Chair would like to say that it is not usual for 
such demonstrations of applause to take place in a congressional 
hearing. In the absence of objections from my colleagues on the 
copamitvee, I assume it is perfectly all right for the audience to do 
it’ 
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[No response. | 

Mr. YATES. Okay. ; : 

Thank you very much, Mr. Abravanel, for a very moving and 
persuasive statement. 

Who is the next witness? 


TESTIMONY OF JAMES BUSWELL 


Mr. BuswE.Lu. My name is James Buswell. It is a great pleasure 
to once again be sitting next to Mr. Abravanel, with whom I played 
quite a few years ago in Utah. His musicmaking, I assure you, is 
just as impassioned and just as persuasive as his speaking to you 
today. 

Mr. Yates. He must be a very hard, tough conductor, though. 

Mr. BuswELL. He is a more difficult act to follow as a speaker. 

As I prepared for this opportunity, I was constantly fascinated by 
the objections that have been raised to the importance of the arts 
in this country. I thought of two or three experiences that I have 
had in the recent past that have led me to be very skeptical of 
these objections that are raised. 

I am a violinist, a professor at Indiana University where I am 
trying to teach some of the young people who will take my place in 
the future in orchestras and performing as soloists with orchestras. 

Most recently I participated in the Spoleto Festival. This country 
has been conspicuously lacking in a major summer arts festival, 
and the great composer, Gian-Carlo Menotti, had a vision that he 
could bring his great Italian festival to this country and have an 
American festival in Charleston. 

When he first said that, many of the people around this country 
said, “Charleston? How can you possibly do that in South Carolina? 
How can you possibly do that in Charleston? There is not enough 
grassroots interest in the arts in this part of the country.” 

He was not daunted by this. He went ahead and started to make 
plans for a festival, and I had the privilege of arriving there about 
a week before the festival started. I still remember the editorials 
that came out in the local papers: ‘“Here we have all these artists 
in residence. Where are the audience?” 

Mr. Menotti was vindicated, the great climax to that first year 
being the performance that we gave at the Middleton Plantation 
where there were over 100,000 people present. What happened 
there is that there was some support from the Federal Government 
for the starting of this festival, which was just a small seed to 
encourage a community. I have never seen a community so dra- 
matically encouraged as it was in this particular case. 

From that small encouragement that was given by the people in 
Washington arose a group of people who loved the arts and who 
came and supported it. I am very pleased to say that I am not 
myself the recipient of the funds from the Government. My partic- 
ular salary that summer and in future summers was paid by a 
private corporation and by the executive of a private corporation 
who said, “We are excited about what is going on here. I am going 
to write a check to pay for all of the chamber music concerts in the 
Dock Street Theater,” which incidentally is the oldest theater in 
this country for the presentation of musical concerts. 

Also, more recently, in November I participated in a festival in 
Naples. I was the only American present. There were artists from 
all over the world, and I had an interesting question asked to me 
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which I think brings up the whole issue of, is it appropriate for the 
Government to indeed be involved in the arts to the extent that it 
is, to the extent that many artists would like it to be involved. 

My colleagues from Iceland, from Germany, from South America, 
they said to me, “There is something special about the way you 
make music.” They were not just speaking of me. They were speak- 
ing of my colleague Lynn Harrell who had been there the year 
before and other Americans who had come in previous years. 

They said, ‘There is more vitality, there is more freshness, there 
is more energy,’ and gentlemen, at that moment I was very, very 
proud to be an American. I thought to myself, “I think one of the 
reasons for that vitality and freshness is precisely the fact that our 
Government has been enlightened in the sense that it is willing to 
encourage without controlling.” 

This is what has happened often in some of the countries of 
Europe, that the encouragement of the arts has gone beyond en- 
couragement to control. In this country the encouragement of the 
arts has done just that, it has encouraged the arts but it has not 
meddled with the freedom of the artists and the freedom of artistic 
expression. Therein lies the vitality which made me proud to be an 
-American at that moment. 

Tomorrow I will go back to Indiana University and to Blooming- 
ton, Indiana, and I will teach a class of students. We have at 
Indiana University over 1,600 music majors. I am going to try to 
guide them into a walk of life that will be fulfilling to their artistic 
talents and gifts. 

It concerns me that people say, “Well, the best possible way to 
develop the arts is to put it in the marketplace where it belongs.” 
If there is any doubt in any of your minds that there is a market- 
place out there, I suggest you ask an oboist who has gone to 
compete for the 2nd oboe position of an orchestra in this country 
and found 125 other young oboists who all paid their way to get to 
that city to compete also. That does not include another 150 who 
decided not to come because they did not have the money to fly out 
there and compete. 

There is a very real marketplace there, and what most of my 
students want to do, they want to become part of a symphony, part 
of an orchestra, but that is not the end of their aspirations. Their 
aspirations are also to teach, to play in chamber music, to go into 
the homes of their friends and their colleagues in each city that 
they serve and to be active in a total environment. 

They will go and teach young people. They will go and educate in 
older situations. They will go and minister to needy people. It is at 
times like that that I feel these students really have a burden 
which is above and beyond just the ambition just to make music. 

Finally, there is always the question which has been addressed 
already several times this morning, are the arts really for the elite 
only? I ask myself that sometimes but then I remember a lovely 
and very true story that is very brief. 

There was once a man lost at sea who was a violinist like myself 
with an instrument. He stayed one night at a lighthouse where he 
met an elderly gentleman. 

ELDERLY GENTLEMAN. What is that you have there? 


VIOLINIST. It is a violin. 
ELDERLY GENTLEMAN. What is that? 
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VIOLINIST. It is a musical instrument. 

ELDERLY GENTLEMAN. What is that? 

VIOLINIST. It makes music. 

ELDERLY GENTLEMAN. What is that? 

VIOLINIST. Well, I will tell you what I will do. I will just take it out and play it for 
you. 

ELDERLY GENTLEMAN. Very well. 


He took the violin out and he played a partid of Bach for him for 
about 20 minutes. At the end of that 20 minutes he stopped, looked 
at his audience, did not see any immediate reaction and thought, 
“Well, there you are, he really did not know what I was doing.” 

Just as he was about to turn away the old man looked up at him 
with tears in his eyes and said, “Yes, that is true.” 

Thank you. 

Mr. Yates. I want to tell you that years ago I, too, went to 
Indiana University to play but I went to play basketball. I do not 
think they had their music school at the time I played basketball. 

May I say that they now not only have an excellent basketball 
team, perhaps the new national champions—we will have to wait 
and see about that—but they also have an outstanding music 
school and are one of the great centers of culture. 

Mr. BusweE Lt. Well, I must say it took a tremendous amount of 
energy on the part of a very great man named Wilfred Bain, whom 
you knew if you were there, who made the State legislature of 
Indiana aware of the fact that it was possible to bring great glory 
to the State of Indiana through the arts as well as through basket- 
ball. 

I am a great basketball fan and I am rooting for the Hoosiers 
just like the rest of my colleagues. 

Mr. YATES. Okay. 

Mr. BuswELL. What happened was, about three years a poll was 
taken of the citizens of the State of Indiana. They said, “What is 
the first thing you think about when you think of Indiana Univer- 
sity?” The majority of the people responded, “Music.” 

Mr. Yates. Good. 

May we have the next witness, please. 


TESTIMONY OF GERARD SCHWARZ 


Mr. ScHwarz. Thank you. My name is Gerard Schwarz. | am a 
conductor. I am the music director of the Los Angeles Chamber 
Orchestra and a number of other organizations. 

It seems to me what all of my colleagues have said here is 
absolutely foremost in all of our minds. These are the most impor- 
tant thoughts that we all have because the arts here in the United 
States are at a threshold. We have accomplished a tremendous 
amount. Things have been accomplished here that one could not 
imagine 50 years ago. 

I recently read a book about Artur Rudzinski. Rudzinski was 
Polish and he traveled between the United States and Europe like 
many musicians did. He was a music director in Cleveland for 10 
years. 

During those years when he was traveling between Cleveland 
and Europe for his summer vacations, there were all the other 
conductors who conducted American orchestras traveling on the 
same boat. He often met Bruno Walter or Monteux, or he met 
Munch or whomever were the popular conductors here in the 
United States. 
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It was not until he in fact appointed Leonard Bernstein in the 
late thirties and early forties that an American-born conductor had 
a place to begin in this country. 

If I look at what has happened in-my life, I am from Weehaw- 
ken, New Jersey. I grew up in New Jersey in New York. I studied 
in all public schools and I went to Julliard. I came up through the 
ladder, through the orchestral ladder, the ladder that Jamie dis- 
cussed in terms of his students. 

I auditioned for the New York Philharmonic and I became the 
co-principail trumpet there. I spent many years playing in that 
orchestra, playing for many audiences, playing hundreds of con- 
certs. The most important concert I think to me in my years in the 
New York Philharmonic was once when I played the Haydn trum- 
pet concerto with Erich Leinsdorf in the parks in New York. 

I must say it was a very stunning concert that Leinsdorf pre- 
pared for the orchestra. It was of the highest possible quality and 
we played it for over 100,000 people. You can imagine the feeling 
that any performing artists would have walking out onto a stage 
before 100,000 people. It was very difficult for me actually to make 
my first entrance, I was so awed at bringing this great art on such 
a high level to so many people. 

What we have done in this country is brought the arts to so 
many people. Our orchestra in Los Angeles does outreach programs 
all over the State, programs that we could not do without the help 
of the NEA. The NEA gives us the seed money to begin. We began 
a series in a town outside of San Diego called El Cajon last year. It 
was a very difficult series to start. We had 100 subscribers. 

My orchestra is a small orchestra, only 40 people in my orches- 
tra, but of course like every other orchestra in the United States, it 
is not possible to pay for our orchestra through ticket sales. Our 
orchestra because it is a small orchestra does not play in enor- 
mously large halls, either, or it negates the purpose of a small 
orchestra. 

Well, we worked very hard on that series. A year later we were 
sold out on almost all of our concerts there. My board would not 
have accepted the first season had we not had some support from 
the NEA to warrant us taking the chance, and now we are bring- 
ing that music to that many more people and creating that work 
for my men in my orchestra. 

The NEA has encouraged American conductors, American per- 
formers and American composers, something that is very dear to 
my heart. I took over my orchestra from Nevil Marriner, an Eng- 
lishman, a great conductor. When I was interviewed by the L.A. 
Times, they asked me what the big difference between my tenure 
and Mr. Marriner’s tenure would be. I said that I would do more 
American music the way he did more English music. That is in fact 
what I have done. 

Forty years ago it is hard to imagine that an American-born 
conductor could be in the position that I am in today. It is only 
because of the environment that has been created by the NEA, 
been created by the private sector and by the corporations in the 
tremendous support they have given to the arts. The NEA has not 
been the leader in terms of the financial contributions but they 
have been a leader for the corporations, for the private sector, and 
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have given us artists the encouragement that we need to look to 
maybe the most important part of our lives, our civilization. 

It is certainly the most important part of our lives here because 
that is what we care about, aside from maybe our families that is 
what we care most about. The arts is something that this country 
has taken way beyond what anyone could ever have guessed, 
brought it to more people at a higher quality than ever before. It is 
at this time when it has to be yet more encouraged to have it go 
further and to maintain the incredible quality that has been cre- 
ated. 

Mr. Yates. Thank you very much, Mr. Schwarz. 

Are there any questions from members of the committee? 

Mr. Dicks. I would just like to make one observation. 

Mr. Yates. Mr. Dicks. 

Mr. Dicxs. I will be quick because I know there are a lot of other 
witnesses who are waiting to testify. I am struck by the fact that 
the figures we have from the National Endowment for the Arts 
indicate that symphony orchestras in the United States have in- 
creased from 25 in 1965 to 150 today. The audience in 1965 was 
$10.5 million and today it is $22 million. 

Therefore, what we have heard today indicates that there has 
been tremendous growth and tremendous response by the Ameri- 
can people for a very small investment that I believe is made 
better by the challenge grant program. 

I do not think people realize that with a challenge grant we get 
$3 for every $1 we put up for the Federal Government from the 
private sector. The American people are saying today that they are 
worried about how we spend their money. Do we spend it effective- 
ly? Do we get real results? 

When $3 is contributed for every dollar we invest in the chal- 
lenge grant program, this is the kind of cost-effective, hard-headed 
Government that they are looking for. That is why I believe that 
this is a good program and we ought to support it. 

Mr. Yates. I just want to say to Mr. Abravanel that one of the 
joys of serving on this committee is the fact that we have supervi- 
sion as well for the funding of the Smithsonian Institution. One of 
the treasures of Washington, apart of course from it being the seat 
of Government and furnishing the spectacle for the people of the 
country to come here and see how their national government 
works, is the opportunity to see the Smithsonian and the museums 
of the Smithsonian, and the performances that the Smithsonian 
puts on and those at the Library of Congress as well. 

It is interesting that the recommended funding for the Smithso- 
nian by the Office of Management and Budget did not recommend 
a 50 percent cut for the museums in this site and did not recom- 
mend a 50 percent cut in the other activities in this city. 

That is why it is important not only that the arts flourish in this 
city, which is the Nation’s capital but that the arts be brought as 
well to the people in the cities and in the other parts of this 
country as well. 

Mr. Yates. May I say in passing that one of the strongest sup- 
porters of the Smithsonian has been Mr. Regula. 

Mr. ReGuta. Thank you, Mr. Chairman. 
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Mr. Abravanel, you gave us figures on the various countries and 
their per capita support for the arts but I believe you made the 
statement that in totality the United States has the greatest 
amount of suport for the arts when you include what is contributed 
in the private sector by way of support from individuals all across 
this Nation, plus the public. 

Did I understand you correctly? 

Mr. ABRAVANEL. Yes. There is no question. You see, in other 
states, mostly European, there was a tradition of royalty, of the 
church leaders supporting the arts. You know, Michelangelo would 
not be there without a Pope and without the Medici, and so there 
were always that kind of * * * I remember I went to Germany. I 
was raised in Switzerland but I went to Germany as a young man, 
and in each little locality the republican government wanted to 
show that it was not more Philistine than the duke or the prince or 
the king had been before. 

Therefore, there always it was taken care of. Not in America. 
Therefore, you get in America a Colonel Higginson in Boston who 
paid the whole bill for the Boston Symphony. The family Clark 
paid the whole bill for Los Angeles. 

I was offered the job in Houston when Salt Lake was on the 
ropes and I was told, “You know, we have a gentleman, Mr. 
Wortham, at the end of the season we tell him what the deficit is 
and he signs the check.” Therefore, private philanthropy tradition- 
ally in America has been much bigger than in Europe. 

Corporations, I am not so sure, when I see that the great compos- 
er, Elliot Carter, got the award from the Volkswagen Foundation. 
Here you have an American composer having to wait for a German 
corporation to be honored with a big award, because the Endow- 
ment does not have enough money. 

Mr. ReGuta. Given a choice, which would you prefer, the imposi- 
tion from the State as-to what they feel is the proper way to 
handle this, or the grassroots support from the people of the 
Nation which has been the history in the United States? Which 
one would you choose? 

Mr. ABRAVANEL. I prefer the status that was where we were on 
the way to that status with the Endowment, with growing funding 
of the National Endowment. You cannot entirely depend on indi- 
vidual people. I mean, for instance, since Mr. Reagan’s speech on 
the 10th of February, six important contributors reneged—that is 
not the right word—told my president they were sorry they could 
not stick through with what they had promised, which was 
$190,000. 

Therefore, you cannot depend on that because if business is bad 
they stop. The American talent there is marvelous, absolutely. 
Suppose—an impossible supposition, God forbid—that they go 
Chrysler? 

Then certainly the first thing that will go will be their contribu- 
tions to the art, so we need both. 

Mr. Recuta. I would point out that one of the witnesses said that 
85 percent of the support comes from individuals, not corporate, 
individuals. You are saying., that you no longer have this faith in 
the people to support these programs, a system that has produced 
greater individual support than in any other nation in the world 
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Mr. ABRAVANEL. I am not sure you understood. What I meant, 
definitely, was this: Before the Endowment, the private contribu- 
tions, big as they were in some particular instances like the Mel- 
lons, you know, with the Mellon Gallery, all those people I just 
mentioned still were minute, very very small all over the States. - 

Since the Endowment, they have grown. Since the moment when 
it was said that the Endowment was going to cut down 50 percent, 
they already have gone down. 

Ms. KAFAVIAN. If I could just add to Mr. Abravanel’s statement, I 
do not think that we all believe it is just money support. We need 
the encouragement from the Government. In the private sector, the 
corporations need the encouragement, the belief from the Govern- 
ment that we are important, the artists are important. | 

Mr. Rrcuta. Would you ensure that there was to be a distribu- 
tion, and that we would get perhaps even a greater impact? 

Mr. Yates. Would the gentleman yield for a question? 

Mr. REGuLa. Of course. 

Mr. Yates. In your proposed block grant, you also make a condi- 
tion of that grant that the full amount shall go to the arts and not 
to the other recipients of that block grant? 

Mr. Recuta. I am suggesting just as a hypothetical question here 
that—— : 

Mr. Yates. Do you mean as a separate block grant for the arts? 

Mr. ReGcuta. For the arts and the humanities. The administering 
would be done at the state and local level. 

Mr. Abravanel is from Utah where they have had a successful 
program that would reach out to all the people of the Nation. 

Mr. Yates. I had the impression that the block grants proposed 
by the Administration were cumulative and that the states them- 
selves had to decide which of the activities received this. 

Mr. Recuta. You will discover if you examine the block grant 
proposals that they are categorical in a broad sense, such as grants 
for the arts, without specificity as to whether it is a symphony or 
the opera or whatever it might be, depending on the community 
and the state. 

Mr. Yates. I don’t understand how you can have a block grant 
and a category grant too. 

Mr. Recuta. You can have a block grant. We have block grants 
now that are categorized. They are categorized from the standpoint 
that they are for vocational education. It doesn’t specify whether it 
is a machine shop or something else. 

Mr. Yates. I had a different impression of what the Administra- 
tion proposed. 

Mr. Recuta. They haven’t even proposed a block grant for the 
endowments. They have proposed a 50 percent cut with the mainte- 
nance of the present system. 

I am exploring a new avenue entirely and asking the panel to 
react in an effort to ensure that the 225 million people have this 
enrichment. 

Mr. Scuwarz. May I address that question? 

It seems to me that what the NEA has done so successfully is to 
bring together great experts in every field and in every area that 
they give money. As area orchestras, they have the finest manag- 
ers and some of the best auditors to understand the situation and 
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fiscal people to examine the books to see how things were run. In 
the area of chamber music, it is the same. 

They have established really first-class panels. It would be very, 
very difficult for any state to establish such panels. I can say that I 
have sat on two panels—one in New York State, which is a very 
fine panel, and one here with the NEA. 

As fine as the New York State panel is, it still doesn’t compare 
in quality to that of the National Endowments. 

I think when one deals with giving money to the arts, one has to 
a certain extent look to quality, as well as to spreading the money 
throughout the population. 

Mr. Yates. I understood your question to Mr. Abravanel to be 
predicated upon a government grant in which the government tells 
them what the policy is. 

Mr. Recuta. I am suggesting that the block grant might be to 
the State of Utah to be used for the arts. 

Mr. YATES. You gave them a choice between a private grant or a 
grant from a government where the government tells them what 
the policy should be. Have I misinterpreted? 

Mr. REGuLA. I am just exploring his reaction to the block grant. 
He has alluded to the success in the State of Utah and unquestion- 
ably this has happened. You mentioned that Mr. Bell became very 
supportive of the program because of the value to the educational 
' system. 

I would be curious as to how you would react to the concept of a 
block grant to the state for the arts, leaving the allocation or the 
decisions on the programs to the combination of the state and local 
communities so that we would reach a broader band of the people 
of this nation. 

It seems to me that philosophically the objective of this is to 
enrich the lives of all of our people. 

Mr. ABRAVANEL. The state arts councils do already receive block 
grants, which used to be about 20 percent. We have no community 
art councils to see to it. This is the beauty of the endowment. On 
the one hand are the great and beautiful institutions of which we 
all are proud. On the other hand are the grass roots. 

The community arts councils are taking care of the grass roots. 
Little towns, whatever talent they have, can develop it and take a 
personal interest at close range. That is great. 

In the state arts councils the range is still pretty close in a small 
state. 

I am on the arts council. I accepted a position which makes it 
impossible for me to sit on music grants, because I know every 
musician personally. It is very difficult for me to say no to people I 
love, and who are my children. Many of them I started straight 
from their school. 

But in Washington, it is much easier to have the right distance 
from those things. 

There is also the point that Ani Kafavian made beautifully 
which is that it is more than the money. 

In Utah, the Utah Symphony was regarded much more highly by 
many people the moment we got significant amounts from Wash- 
ington. That would not be if you get it from the state arts councils 
of Idaho, Nevada, or even Texas. 
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Mr. REGuLA. It is encouraging to note that there is this great 
respect for Washington and Utah. 

Mr. Yates. If there are no further questions, thank you very 
much. 


WITNESSES 


SARA O’CONNOR, MANAGING DIRECTOR, MILWAUKEE REPERTORY 
THEATER, AND PRESIDENT, THEATER COMMUNICATIONS GROUP 

JEAN STAPLETON 

MICHAEL WELLER 

MING CHO LEE 

JAMES EARL JONES 

GORDON DAVIDSON 

PATTY LuPONE 


Mr. Yates. Now we have the theater panel, which consists of 
Sara O’Connor who is the Managing Director of the Milwaukee 
Repertory Theater and President of the Theater Communications 
Group, Jean Stapleton, Michael Weller, Ming Cho Lee, James Earl 
Jones, Gordon Davidson, and Patty LuPone. 

Your statements will be made a part of the record. 

[The statements follow:] 
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Mr. Chairman and members of the Committee: 

Good morning, my name is ark O'Connor, Managing Director of 

the Milwaukee Repertory Theater Company and President of Theatre 
Communications Group, the national service organization for the 
nonprofit professional theatre. In the latter capacity, I 
represent See 200 theatres, large and small, in 98 cities and 
39 states from Florida to Alaska and Maine to Hawaii. I have 


here with me today some of my colleagues: 


Gordon Davidson, Artistic Director, Mark Taper Forum, Los Angeles 
James Earl Jones, Actor 

Ming Cho Lee, Scenic Designer 

Patti LuPone, Actor i 

Jean Stapleton, Actor 


Michael Weller, Playwright 


I would like to thank you for giving us this opportunity to 


appear before you on behalf of the National Endowment for the 


Arts. 


Theatre is a primal art, ancient and for the most part honorable. 
Its artists serve the earliest impulses of man to reach out beyond 
the farthest horizons of imagination and dreams. Theatre is 
mankind's salesman, and, as Arthur Miller said in DEATH OF A SALES- 
MAN, "...a salesman has got to dream." That dream has been to 
communicate a hope, to relay a memory from the past into the 


future, to stamp our image into the shifting sands of time. 
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The history of the prC ee professional theatre in this country 
is a short one. Some 30 years ago a few pioneering artists sought 
alternatives to the commercial, the educational and the amateur 
theatre. They began to pitch their tents (sometimes literally) 

not on Broadway or (just) in New York, but all over the nation; 
they attempted quite different repertoires: the "classics," the 
"plays of the cutting edge," the "forgotten masterpieces." And 
before this first generation of theatres could be catalogued, 
another was squirming and moving into storefronts, abandoned 
churches and former movie houses. America had rediscovered theatre. 
What, at the turn of the century had been "the road" or a local 
repertory company, playing in stock with stock productions, had 

all but died away in the face of radio, of movies and, finally, 

of television. But quickly, American audiences sensed a loss of 
Degpnal contact, of getting up and going out and making a ceremony, 
an occasion of theatre-going. They missed something, and, in the 
popular phrase, they were "alienated" in a world which made less 


sense than ever before.- 


The nonprofit professional theatre came along to help fulfill that 
need, to replenish that dream. In turn, theatre itself had changed 
and had become a truer mirror of our society. American nonprofit 
theatre is now the major source of new, serious theatrical work 

in this country; the world cultural community today acknowledges 


the leadership and vitality of the American theatre. 


Before the establishment of the National Endowment for the Arts in 
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million to $2.7 billion in the past 15 years since the Endowment 
was created, according to the American We SST ation of Fund- 
Raising Counsel. On the average, including all art forms, the 
National Endowment reports that for every dollar in federal 
Piggeecranted by the National Endowment for the Arts, five 


private dollars have been raised. 


National Endowment for the Arts funds help theatres in many ways. 
They provide employment opportunities and permit theatres to pay 


artists. Although salaries are still not commensurate with these 


artists' services and their deserved status in the community, 


federal funds have contributed to some progress toward this 


goal over the past few years. Since theatre is a communal art 


form, the NEA, along with private funding sources, has felt a 


responsibility to insure that healthy institutions exist where 
artists--actors, playwrights, directors and designers--can mold 


their talent, practice their craft, and share their work. 


Federal grants also Pa the freedom to take the kinds 

of risks artistically which are imperative to the development of 
the art form, yet are all but impossible if the company must 
depend solely on the box office for survival. NEA funds 

facilitate ongoing fiscal stability and the solid financial 

footing on which theatres can be free to examine a variety of 

other means or tools for reaching wider audiences, including the 
uses of television. They also provide the wherewithal for theatres 


to tour extensively with productions that would not otherwise 


be accessible to audiences in remote parts of the country. 
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a memory and sometimes a script. "The play's the thing," and 
Be auamint have an audience or it cannot go on. But audiences 
per production are finite (400 to 1,500 is generally the size 
of our theatre auditoriums). While the effects of a theatre's 
production will echo through the world--in subsequent stage and 
film or video productions, literature and scholarship--the event 
itself cannot be "cost or labor efficient." Nor can it 
‘necessarily be measured by the box office intake or by mere 


popularity. Yet attendance at some 147 theatres last year was 


over 14 million committed theatre enthusiasts. 


To some other Americans, theatre may seem to be a luxury. 

Moreover, there is little room (and perhaps all the greater need) 
for leisure in a world bent on pragmatic, instant solutions. The 
fine arts teeter constantly on the brink of oblivion because they 


seem frivolous, extraneous. Perhaps theatre does reach far 
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fewer people than do such popular mass art forms as television 
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and film, but theatre is nonetheless the conscience and the source 


from which the popular arts draw. We know full well that the 


me 


arts, perhaps most immediately the art of the theatre, become 
the record of our existence--the image of our culture around 


the world and for generations to come. The arts are our heritage 
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and our gift to those who come after. 


Yet, although theatres are already earning more than two-thirds 
of their operating budgets--a very high proportion--necessary 


increases in ticket prices to compensate for the cutbacks in 
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federal programs could result in a negative effect on attendance. 
Some audience members would simply no longer be able to afford 


to attend their local theatres. 


If the inflationary spiral could indeed be reversed, theatres 
would definitely be helped. But, turning around the economy 
will not happen overnight. In the meantime, a 50 percent cut 
in arts funding is asking the arts to shoulder an unfair and 
disproportionate burden which may produce devastating results. 
This enormous cutback would surely have a negative impact on 
the federal government as well, since eliminating the financial 
security of performing arts institutions will cause decreases 
in their performing seasons and reductions in artist eniptidyneney 
thereby forcing the government to give out of that "other pocket" 
(federal unemployment benefits) that saves no money and denies 


the artist the dignity of earning his or her own living. 


In addition, local businesses would suffer if arts institutions 
closed down or audiences declined because of rising ticket prices. 
Cultural events and institutions in New York City alone are 
estimated to represent $3-5 billion annually in tourism, real 
estate values and taxes, and benefits to local business. The 

same pattern is repeated proportionately in towns and cities 

all over the country. We therefore ask the Committee's support 

in seeing that the proposed cuts be adjusted to reflect a true 


picture of the value of the arts to American society. 


Yet it is not only a matter of survival (for, although some 
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TESTIMONY OF SARA O’CONNOR 


Ms. O’Connor. I must first make my apologies to you for the 
rather large and corporeal nature of this group, since an editor of 
Harper’s, I believe, recently said that the American drama is non- 
existent, with due respect for that gentleman. call 

My name is Sara O’Connor, and I am the managing director of 
the Milwaukee Repertory Theater. I am also the President of The- 
ater Communications Group which is the national service organiza- 
tion for 200 non-profit professional theaters that exist in 98 cities 
and 29 states. 


I have with me today Michael Weller, playwright. I have Gordon - 


Davidson, artistic director of the Mark Tabor Forum in Los Ange- 


les. I have James Earl Jones, actor; Jean Stapleton, actress; Ming 


Cho Lee, scenic designer; and Patty LuPone, actress. 

I would like to share with you as briefly as I can my reactions to 
being here. | | . 

I grew up in a very small town in New York State. I had never 


seen professional theater until I went to college in Philadelphia in 


1950. In 1952, a French theater company brought a 
production of Moliere to the United States, and I saw it. It changed 
my life. I laughed and cried. I suddenly understood that there was 
a different world view, and it had something to do with people and 
something to do with excellence. I wanted that for my country. 

Looking around me I saw nothing like that, no on-going theatri- 
cal institutions. 

1955 came and I was a graduate student, eagerly researching the 
great repertory companies of Europe, trying to find a model for 
what I believed could happen in this country. I didn’t know that 
Arena Stage in Washington already existed. 

In 1959 I was in Chicago. Again, I was responding to a kind of 
impulse that I still didn’t know was being shared by other people. 
In Chicago, friends and I founded a small semi-professional theater 
company in that same church that spawned the Chicago Children’s 
Choir. 

We worked very hard, and we worked for nothing. Finally, after 
five years, we were proudly able to pay our actors. 

1965 came, and I was now with the theater company of Boston— 
a fully professional, excellent and deeply struggling new theater 
company. By then we knew that there were other theater compa- 
nies and that something was growing in the nation. 

In that year, something remarkable happened. The National En- 
dowment for the Arts was formed, and we were given the best tool 
we have ever had. Small matching grants gave us recognition and 
a lever to raise more money so we could grow. 

It is now 1981, and to my surprise I find myself sitting here 
representing a great movement, 200 non-profit professional the- 
aters. Things have changed a lot. 

In 1952, a French theater company brought Moliere to me. In 
1981, the Milwaukee Repertory Theater will take Tennessee Wil- 
liams to Japan. 

In 1955, I was studying Britain’s Old Theater. In 1981, the Brit- 
ish Council will send six members of a major British repertory 
theater to visit the Milwaukee Rep to study us. 


815 


_In 1965, the Milwaukee Rep performed for 40,000 admissions. In 
the current year, we will perform for 185,000 admissions. In those 
days, we did not tour. Now we tour every year. 

So when I arrive at this point, I am both very proud of what has 
happened, and I am very grateful for the tools and the assistance 
and the challenge that the NEA has meant for all of us. 

I am baffled. There is no other word for it. The only way I can 
describe the bafflement is to tell you something that happened to 
me this summer when, very briefly, I was in India and was given a 
gift of a tiny plaster head. I was told it was the Elephant God. I 
said: What does the Elephant God do. My friend said: In India, we 
believe that if I perform for you a kind of juice flows from me to 
you. And if you receive it and you taste of it, you will know bliss, 
even if the story I am playing out for you is a story of great grief 
and great tragedy, the grief of a mother mourning the death of a 
child. If the juice flows and it reaches you, it will be transformed 
into understanding and bliss. The Elephant God removes the bar- 
riers to that flow. 

All I can say to you is that I am on the side of the Elephant God. 
_ It baffles me that possibly the government of a great and free 
society like ours may not be. 

Thank you. | 

Mr. Yates. Who will be your next witness? 


TESTIMONY OF MICHAEL WELLER 


Mr. WELLER. Thank you, Mr. Yates, for inviting us here. This is 
a courageous stand you are taking, and we appreciate it. 

I would like to address myself to two assumptions that seem to 
underlie the cuts that are being made in the NEA. One is a kind of 
assumption that arts are for the fancy folk alone and, therefore, 
they should pay their own way. The other is that if you do make 
these cuts, the vacuum will be filled by moneys from corporations 
and private individuals. 

I will address the second point first. 

I have been associated with a small theater that has been strug- 
gling along for two years in New York in anticipation of the day 
that they will be ineligible for an NEA grant. They have already 
received promises from a number of corporations that if the NEA 
does approve of that theater, they will match the grants by three 
to one, two to one, and in one case five to one. If the NEA does not 
approve them, this theater has no money. 

Now why should the corporations have to wait on the NEA? I 
think we have had evidence of this a little bit from some of the 
testimony, which is that a corporation can at least specify in part 
the areas to which they will aim money. But beyond that, their 
expertise does not enable them to distinguish between theaters 
that are of merit to receive money and theaters that are not. This 
is something that has to be done by people who are competent to 
judge and who are honorable and well-intentioned and enthusiastic 
about their art. 

It would be a tragedy if this kind of guiding body of the NEA had 
to cut down its activities. It also would be, I feel, a direct assault on 
the least privileged part of the theater. 

If these cuts are made, it is not the middle class or well-off 
people who are going to suffer; it is the poor people. Prices of 
tickets will go up. 
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The fare given by regional theaters and experimental theaters 
will be pale copies of Broadway hits. No new work will be seen. All 


of those tenuous foot bridges which are being forged for minority 


people and underprivileged people to the right to come of age in 
this country and to hear their voices in the theater and to authen- 


ticate themselves to their own people will be taken away. It will be 


the first to be taken away. These theaters will have to do some- 


thing to survive, and that is where the cuts will have to be made. It 


is a direct assault on the poor and underprivileged voices in this 
country. That is what alarms me in particular. 

Just in terms of economics, I have done all of my growing up as 
a grant baby. I grew up in the subsidized theater, and that was my 
training ground. As a little exercise when I came down here, I 


added up that percentage of the budget that the NEA donated to — 


the productions I did. 

For every dollar they have spent training me to bea playwright, 
I have by now returned $35 in tax money. It seems a fairly good 
investment. 

Thank you. 

Mr. YATES. Who is your next witness? 


TESTIMONY OF GORDON DAVIDSON 


Mr. DaAvipson. I would like to share a few moments of reflections 
on the use of funds and the good that has flowed from the endow- 
ment, specifically to my theater, and some reflections on the role of 
the NEA as our obligation to see that it flourishes. 

The history of the Mark Tabor Forum in Los Angeles is really a 
living grasp of the effects of the creative partnership you have 
heard so much about between government, the private sector, and 
the audience. 

It has helped us: become an innovative theater, trying the new 
and the untried. It has led, in fact, to the creation of a number of 
plays which have gone on to national and world recognition, in- 
cluding one Pulitzer Prize by the distinguished author, Michael 
Christopher, called the Shadow Box, and two Tony awards, both for 
Shadow Box and for a new play—and this is not a commercial— 
which is opening next week here at the National Theater, Children 
of a Lesser God. It is a play which deals about the relationship 
between a deaf woman and a hearing man but which is a larger 
metaphor for communication and which, I assure you, will alter 
your perception of the notion of what is handicapped in this world 
permanently if you should be able to share in that evening in the 
theater. 

Those two plays I mention not just because they won awards, but 
because they dealt with serious themes and subject matter and 
content which is not usually considered the purview of the market- 
place. Yet somehow, because of the kind of theater we represent of 
the many that Sara was talking about, we are committed to that 
nurturing and development so that writers and other artists can 
take a chance. That, in fact, does become a part of the larger fabric 
of this society. 

We have also made a contribution to the training and experience 
and early visibility of unknown performers who have become lead- 
ing stellar performers in all medium over the years—the unknown 
and thinner Carroll O’Connor; Richard Dreyfuss; Peter Strauss; 
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and Valerie Harper, who went from playing a chicken on our stage 
to Mary Tyler Moore’s sidekick on that program. 
But, more important, I think is a commitment to my city and my 


- community, as well as the national scene, to understand our soci- 


ety better and to give voice to the wider constituency—blacks, 
Chicanos, Asian Americans—to pay particular attention to the dis- 
advantaged with low-priced tickets—the young and the old—to tour 
the schools and to deal with the ever-growing question of what is a 
special constituency, as I mentioned earlier—the so-called handi- 
capped. 

None of this would have been possible without the encourage- 
ment, inspiration, and the stimulus that has been made possible 
through the National Endowment for the Arts. 

My own history of running a non-profit theater institution start- . 
ed with the example of a New Yorker who discovered the rest of 
America. I am committed to permanently altering that Steinberg 
cartoon which has New York in the foreground and nothing of any 
significance until you get to the Pacific Ocean. 

I once gave a speech in college to that effect, and it is embla- 
zoned in my memory. | 

I am challenged and exhilarated by the notion that the arts in 
America, and more specifically the theater, are striving for parity. 
I want to help redefine the notion of regionalism, so that it is not 
synonymous with less than the highest quality, any more than a 
baseball, basketball, or football team is considered regional by 
virtue of the name of the city in which it resides. 

I have served as an advisor to the NEA and a member of various 
panels dealing with large and small theaters, emerging theaters, 
and policy considerations. I take that responsibility seriously as a 
matter of public service and not self-interest. 

I reject the notion of boondoggling as a truly major characteristic 
of art spending. I accept the challenge of scrutiny of spending and 
belt tightening, though I would suggest that a flourishing cultural 
life is a significant form of national defense spending too—a de- 
fense of our spirit and soul. 

I accept any challenge to look at the streamlining of bureaucracy 
and self-policing of guidelines and policies to ensure the highest 
quality and to ever maximize the challenge to local and national 
support of the arts in the private sector. 

I would like to reiterate something that I believe you suggested, 
Mr. Yates, with maybe a contrary set of expectations and beliefs. 

The arts are often potentially more vulnerable to censorship of 
private and corporate donors because of whim, political affiliation, 
concepts of morality, status of profit and loss statements, and sheer 
vanity than the rather sophisticated and responsible and generally 
informated manner in which the Federal Government, the Con- 
gress, the responsible agencies, and the system of private citizens 
serving the public interest as panelists have succeeded in buffering 
each other from wrong and defeating pressures and have produced 
the rather remarkable record of artistic achievement and financial 
responsibility in both expenditures, fund raising, and maybe most 
important of all consciousness raising. 

I leave you with two examples. Yesterday I went to check the 
Children of a Lesser God production in New York. I met with some 
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distinguished visitors from Yugoslavia, Bulgaria, Romania, and 
Poland and directors of major theaters in those countries. They 
saw the show and met me afterward and were very excited. They 
immediately asked for a script. I had just discovered that day that, 
in fact, the script had been published and was available at a store 
in New York. I had a copy with me. 

As I was coming down on the plane, I realized that this is a 
script, but it is not a play. It is not a production of a play. It has no 
meaning, no life, and can’t communicate anything to you until it is 
seen in front of an audience performed, as I said you will see if you 
come to Washington to the National Theater. 

This could have never come into being had it not been for a 
playwright who had been supported by a literary grant from the 
NEA in a very crucial stage of his life and if it had not come to our 
theater and been developed in our new playwrights program and if 
it had not played before an audience which had been trained to 
take on the new and something different and if it had not been 
supported by a theater which exists, in part, from the endowment 
and the challenges that the endowment makes. 

I leave you with one last example. There are some dear friends 
of mine with whom I have been intimately associated over the past 
few years in the creation of a play called Zuit Suit, the first major 
Chicano play to come forward. It was the product of Louis Valdez 
and the Theatro Compasino. 

Theatro Compasino is a group that started as a political action 
group in the fields. It brought information and some laughter to 
the workers in the fields who were picking grapes and lettuce. It 
was not interested in funding in foundations; it was interested in 
political activity to communicate and bring some spirit to the 
brothers who were in trouble. 

But these people are also artists, and they have grown as artists. 
Although I think they will never totally divorce themselves from 
life as a political force, nor maybe should any of us, their realiza- 
tion as artists has magnified over the last few years to such an 
extent that they have indeed become a theater which tours the 
country and the world which helped to produce Zuit Suit by virtue 
of the training of its artists. We shared some space on our stage 
and gave first public display in Los Angeles to them. Just recently, 
in its maturing process, it received the challenge grant, which I 
would have said five years ago they would never have been able to 
match. They are in a small community in California—San Juan 
Batista—and one would think there would be no support system 
from the community around them. 

At last report they have more than matched the challenge. It is 
because of that impetus that came from the NEA that I think 
Theatro Compasino will continue to grow into a major force in 
American theater. 

I thank you for the time. 

Mr. YATES. Thank you very much. 

Your example of the script, Children of a Lesser God, reminds 
me of my own experience. I remember reading many years ago 
when I was in college Cyrano de Bergerac as part of a literature 
class and enjoying it very much, but not nearly experiencing the 
joy and thrill and impact of the play as when I saw it on the stage 
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performed by Walter Hampton so many years ago. I am sure none 
of you remember Walter Hampton it was so many years ago, but 
he was marvelous. 

Who is your next witness? _ 


TESTIMONY OF JAMES EARL JONES 


Mr. Jongs. Thank you, Mr. Chairman. 
Mr. Yates. It isn’t very often, Mr. Jones, that we have a witness 
of your quality before us. We are delighted to have you. 

Mr. Jongs. I sat and thrilled at your probing of the corporate 
mind in the last days of the hearing. I kept thinking: They don’t 
really have to do what they are doing. Their motives, as you were 
exploring them, are varied. 

I want to point out another group that does some supporting of 
the theater and takes the responsibility to make sure that certain 
kinds of theater happen and that is the professional actor. 

I just came from the Yale Repertory Theater where I spent a 
month of rehearsal and a month of performing a great classic by 
Ibsen called Hedda Gabbler. 

_ I would have lost, and most of the professional actors with me 
could have lost, anywhere from $50,000 to $500,000 in terms of the 
work that they sacrifice in movies and television. 

It has always been that way in my 25 years of being an actor. Up 
until the time that I could earn money, it was not a problem. I 
worked where I could work, and I earned what I could earn, and I 
lived off what I could earn. I adjusted my standard of living to the 
salaries I could get. That was the time when the Arena Stage, 
because of the endowment supporting such a non-profit theater, 
allowed me to play in a play called the Great White Hope. That 
made me suddenly able to earn a living—just a living—in the 
theater. 

Until that time and since that time in different ways I have been 
supporting, as all professional actors do, the theater. We don’t 
want to be sung about for that but we do it for very particular 
reasons which I will get to in a moment. 

I am impressed, as Mr. Williams said, about the comparison 
between the instruments of cold and hot war and the instruments 
of cultural wars. They are two ends of a spectrum. 

Nobody will argue the non-frivolity or the high priority of a 
bullet, but we have a hard time pinning down the priority of arts 
endeavors. The idea that it is frivolous is a serious problem that I 
hope to correct because we can’t get much resolved until that is 
corrected. 

I have always felt that if man is different from beasts, it is 
because he is able to reflect upon himself. Shakespeare put it so 
much simpler: to hold the mirror up to nature. 

I know of no other social or human endeavor except the arts 
which truly reflects upon our state. That is not as profound as it 
sounds, and I want to tell you why. 

Television is a highly profitable and highly commercial field of 
the arts. It presented in the past two pieces. One was called Hol- 
ocaust; the other was called Roots 1 and 2. I happened to have the 
good fortune of performing as an actor in Roots 2, its final seg- 
ment. 

I don’t know of any other thing that has happened where so 
many people got involved to the point that they gave up their 
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dinners and dates and changed their schedules to watch those 
shows, much as they did with Shogun, for different reasons. 

Roots and Holocaust had such meaning to me and everybody I 
knew that I had to use that as an example of that mirror up to 
nature and man attempting to reflect upon himself. You can 
change anybody with a bullet. You can alter societies with bullets. 
You can also alter the way people think toward a change or at 
least you can inspire them to be and remain as good as they are 
through the results of arch endeavors. 

With that kind of pride in what I do, I would like to say that 
having spent two years in the U. S. Army as a lieutenant in the 
Infantry, it was very important to me that I was well-trained and 
well-armed if I was asked to commit my life to the salvation of my 
country. 

I feel just as in need as an actor. I know that young actors 
coming up are more in need of being well-trained and well-armed 
for the soldiers of the theater for that other end of the spectrum 
which nobody seems to appreciate, except William Shakespeare. 

There is no way that I could have been hired in the role of Alex 
Haley in Roots if I had not, 12 or 15 years back, been given the 
shot of doing Great White Hope at.the non-profit endowed theater 
called the Arena Stage in Washington, DC: 

The reason I go back to these non-profit theaters now that I can 
make a living in the media is because there is no way to develop in 
the media. It is not just a problem of young people. Grown-up 
actors and well-established actors, if they will admit to you that it 
is more than just fear of the state’s critics or the New York critics, 
will say they wish they could go back to the stage because that is 
the only place to develop. 

A television or film director or producer will hire you because of 
what you are. They don’t want you to change. So the only place 
you can develop for a beginning actor or for an old, established 
actor, a veteran like myself, is to go to those theaters which are for 
the most part non-profit theaters. 

One is on the East Coast with which I am currently involved. 
There is the old Neal Theater in Connecticut; the Stratford The- 
ater in Connecticut; the Hartford Theater in Stamford; the Yale 
Repertory Theater; Joe Patts Theater in New York; and the Arena 
Stage here in Washington. In California, there is the Music Center. 

I will keep returning to those places to work with young actors 
who are just beginning. I will go to them for the same reason they 
are there. There is no other place to get the training and develop- 
ment that is needed to participate in the larger media where you 
can hold the mirror up to nature. 

Thank you very much. 

Mr. YATES. I hope those young people develop your voice, Mr. 
Jones. It is one of the most moving voices I have ever heard. 

Thank you very much for your testimony. I understand you have 
a 12:30 commitment. If you want to be excused, you may. 

Mr. Jongs. Thank you, sir. 

Mr. YATES. Who is your next witness? 


TESTIMONY OF JEAN STAPLETON 
Ms. STAPLETON. Thank you, Mr. Chairman. 
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Mr. Yates. Ms. Stapleton, I think you have been discriminated 
against. The Smithsonian Institution has taken Archie Bunker’s 
chair without taking something comparable from you. 

Ms. STAPLETON. Let me correct you. — 

Mr. YatTEs. I am glad to be corrected. 

Ms. STAPLETON. Aside from the list of credits which I am going to 
regale you with which have nothing to do with the activities you 
may know me for, I was going to say that I have the distinction of 
having a chair installed in the Smithsonian which I sat on for 
eight and one-half years in my work. It is right next to Archie’s. 

Before I start, I would like to echo Mr. Abravanel’s gratitude for 
your time and patience and endless hours to hear all of this. I 
are it an honor and a privilege to be able to address you as 
well. 

I am a member of the Advisory Board of the Women’s Research 
and Education Institute of the Congresswomen’s Caucus. I am also 
on the Advisory Board of the American Theater Arts, a non-profit 
theater in Los Angeles. I am actively working with the California 
Confederation of the Arts in California, which is a service organiza- 
tion. 

As a struggling actor in New York City, the dream that I shared 
with my peers some 100 years ago was decentralized theater. That 
meant to take it out of New York City and get away from Broad- 
way and allow us to spread out into other communities and be part 
of a living, professional theater where we could be employed and 
develop our craft. 

That was the ideal goal. Because, dear friends, the goal of any 
serious actor is to act—to work. Stardom is not a goal of any 
serious actor, and anyone who makes it such is misguided. 

I like the way Thomas Carlyle talked about fame. He called it an 
accident. Fame is no sure test of merit but only a probability of 
such. It is an accident and not a property of man. The dream came 
true when the National Endowment for the Arts was formed and 
decentralization began. Regional theaters now employ our talented 
young artists. There is no place else for them to go, nor is there 
any other place for theater audiences to go on a regular basis. 

I got experience in summer theater, but that is diminished at a 
rapid rate due to high costs. It was never more than three months 
out of the year. 

Regional theater, as the statistics show, has not only enriched 
the communities it serves artistically and educationally but eco- 
nomically year-round, as we have heard today. 

Since my accident, called fame, my mail has been filled with 
requests for money. I can tell you that when an artistic entity says 
that any dollar I contribute will be matched by a grant, I give with 
a great deal more generosity than if that grant was not forthcom- 
ing. As Mr. Block brought out, this is the case in the corporate 
world also. 

The subsidy is the seed, not the first resort. It is the goal of this 
Administration to stimulate economic growth through exploration 
and development of our natural resources. 

Think of the arts as a spiritual industry which must continue to 
be explored, mined, and developed. I am aware, as we all are, of 
the scores of citizens who have been pouring into these halls, 
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crying out against cuts and speaking for the poor, the hungry, the 
disabled, and unemployed. Of course that made me examine the 
importance of our mission here today. 

Are the arts important in the face of all these basic human 
needs? Yes, I believe; unquestionably, yes. 

What is man? I speak generically of course. Is he just a material 
form with only material needs? No. He is also a spiritual being, 
and his spiritual needs are just as basic. 

I join you in fighting inflation, but I beg you to look at the 
figures as these gentlemen have obviously done and let down a 
safety net for our spiritual, creative resources. 

Our theater, film, music, art, dance, and literature are the very 
identity of a creative society—the sole of our nation—and they 
should be encouraged and not diminished. 

I thank you very much for listening. 

Mr. YATES. Thank you. 


TESTIMONY OF MiInG CHo LEE 


Mr. Les. I want to say that I really feel very privileged to be 
here. I think it is a very courageous act on your part. 

There is so much for me to say it is almost impossible to say it. I 
think I am absolutely devastated by this supposed cut—not only 
because personally I feel hurt, which may not be so important—but 
because I felt that what is an area that is truly the substance that 
feeds the spirit as well as the very nature of this country is really 
insulted and not recognized. 

I think all kinds of contributions are important, but I think the 
arts must be the concern of us all, too. That recognition must be 
made. 

If I start thinking back about my very short 27 years of career 
designing some 200 art shows, I don’t think I could have been what 
I am—good or bad—and learning the craft and growing. I don’t 
think as an artist, or any individual in this country, I can stop 
growing spiritually or mentally or emotionally. I felt that without 
those non-profit theaters if I did not work at the New York Shake- 
speare Festival, I would not have designed almost all the Shake- 
speare plays which I think is probably the best education one can 
have. 

I had the best experience at Arena Stage, Mark Tabor, City 
Opera, and you name it. I am now teaching—this is my twelfth 
year of teaching at Yale Drama School—simply because even after 
200 shows I cannot earn a living in the profession. 

I would never suggest any student entering immediately into the 
commercial sector and the marketplace. Indeed, most of my stu- 
dents, I think, are much more exciting designers than I am; be- 
cause there is an opportunity for them to work in the Arena and 
the theaters and the opera companies where their purpose is to do 
theaters and opera and dance. 

That kind of growth is not possible where the primary aim, as in 
the commercial theater, is to make a killing. It does not work. 

As I have been working for awhile, I realize that what is truly 
important for me in terms of my experience working in the theater 
is the totality of the experience. We have very few fields where the 
people not only allow but demand you start from the beginning, go 
through the process, and then also be involved in the end product. 


“ 
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There is a totality. It is not an alienation. It is only that kind of 
work that can become one’s life work that the work and the proc- 
ess of the work enriches my life and by that enrichment it informs 
my work. 

I also realize that the theater and opera and performing arts are 
a custom-made industry. Everything is made to order. Packaging is 


‘not possible. There is something very important about that. 


I would like to tell you about one experience that has always 
stayed with me which seems to be a little sentimental—but why 
not. 

I was designing 19th century opera at Juilliard. It was an opera 
that I guess not very many people have heard of called Illtura- 
mento by Mericadante around 1971. 

As you remember, during that time there was great upheaval 


because of the whole Cambodian affair and so forth. 


The Juilliard Student Orchestra was very upset because they were 
sitting in the pit playing a piece of music that they felt had no 
connection. The conductor happened to be the late Italian avant- 
garde composer, Bruno Maderna. He was a kind of roly-poly man 


one would not associate with such avant-garde music. There was 


great upheaval in the pit as to whether they were going to play the 
performance or not. Then he finally came and addressed the stu- 
dents. 

He said: I am Italian. Your affairs are not truly mine. But I 
would love to say one thing to all of you. When all of you decide to 
try out being a musician, there must be some purpose. The purpose 
is not to make a killing. 

My perception of it, or his perception of it, was that when you 
are making music it is not possible to make war. 

In closing, I would like to say that for me it is so important to 
balance the importance of elements, whether it is hardware versus 
the arts, which I think is the substance that feeds the spirit and 
the idealism of this country. 

If we are truly not careful and become too much hardware 
advocates, we will walk right into 1984 without realizing it. 

Thank you very much. 

Mr. Yates. Thank you. 

Ms. LuPone. I, too, would like to thank you. I feel privileged 
being able to address you. 

I would like to ask a question first before I address my points. 
Does anybody remember how much President Reagan spent on the 
inaugural parties? I am curious because I was asked to perform for 
nothing, and I am embarrassed to say that I did. I am not surprised 
that I am considered low priority. 

Mr. McDape. If you would permit me to respond, I would be 
grateful. 

I don’t know what was spent on the inaugural. I participated as 
a payer as you did. The funds were publicly given. They were all 
contributed; they were not public funds. 

I really don’t think it helps us to reach conclusions and talk that 
way. We are here to discuss what is a very important question. 

I would like you to know that I was one of the original cospon- 
sors of the initial legislation that set up the National Foundation 
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for the Arts and Humanities. I was one of the first people to take 
the floor of the House and argue for money for it. 

We ought to lower the temperature a bit and discuss where we 
are trying to go in a rational way so that we can get there. 

Ms. LuPong. What I meant was that most actors are asked to 
perform for nothing, and generally they do because of love of their 
art. It is not my temperature. I am just surprised I am considered 
low priority, that’s all. 

Mr. McDapeE. I don’t think you are considered low priority. 

Ms. LuPongE. Thank you. 

Mr. McDape. I don’t think you should feel that way at all. 

Mr. YATES. There has been a failure of communication in this. I 
can understand your reaction. I don’t think she intended it in the 
way you, and perhaps I, accepted it. I believe she intended just to 
say that actors do a lot of benefits. She was called upon to do a 
benefit in connection with the inauguration of a President, and she 
was glad to do it. As I understand, that was your point. 

. Ms. LUPONE. Yes. 

As the violinist said, here I am two months later, trying to bring 
the money back to the arts. 

It is a confusing situation. 

Mr. McDape. We need to recognize that the cut suggested is, of 
course, a very contentious one. It ought to be contentious. It isn’t a 
zero figure; it is a 50 percent cut. 

The question we are trying to arrive at is where should we all be 
as a nation at a time when we are belt-tightening? That is really 
the issue. 

I get tired of hearing comments that we are a nation of Philis- 
tines. We are not. I don’t think any of us even want to imply that. 
There is more support and love of the arts and people who perform 
in the arts in this nation than I think in any nation of the world. 

It is fine for us to discuss priorities about what we should do 
with a defense budget and all the rest of it, and that is indeed an 
item that is under discussion in other committees in the capitol 
just as is with the television cameras cranking, and they should be. 

But we have to recognize that there are very difficult decisions, 
all across the spectrum, that have to be made this year. I hope you 
won't feel that you are in any way, or the arts community is in any 
way, a lesser group. 

We and the American public esteem you perhaps as nobody else 
in this country. We flock to your performances; we love your craft. 
We are elevated by it; we are relieved by it; we are enriched by it. 

I happen to believe that when you were struggling as an actress 
and there was no endowment, you pushed down with your craft 
and have enriched all of our lives. 

We are trying to set a level of priority. That is our issue. 

When I hear Mr. Jones—and God bless him, he is incredible— 
talk about a bullet, we have to be concerned about that. The 
Russians have taken a country called Afghanistan. 

I was in Russia some years ago. The only place where I found 
any relief from what was a Russian tactic at that time—called 
harassment, where KGB agents came right up next to you in an 
attempt to smash your car—was in the Bolshoi Ballet. That was 
one of the few places the KGB did not go. 
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__ I] was privileged to see a prima ballerina. 

-_ You can read in Krushchev’s Memoirs about the meeting of the 
- Politburo to decide whether or not they would ever let her travel 
¥ abroad to perform because they feared-she, as so many others, 
_ would defect. 

What we are talking about is an extremely serious issue—one 
_ that concerns all of us—in connection with other issues that con- 
cern all of us as a nation and as a people. 

Iam grateful to all of you for taking the time to come down and 
_ be here today to express your views, but I do want to urge you that 
_ we try to keep it in some kind of perspective and understand that 
we are not saying that you are not—— 

“Ms. LuPone. It was a joke. I’m sorry I made it. I really am. 
Mr. Dicks. It is important to put this in perspective. I agree 
_ exactly with what my colleague has said. These are very difficult 
priority decisions. 

lam not defending the Administration on this particular cut, but 
it isn’t easy to make these kinds of decisions. 

Ms. Stapleton mentioned there are a lot of other people, the poor 
people, who are going to lose their CETA jobs in a few weeks, 
whom we should also be concerned about as well. 

Ms. LuUPonE. May I address my two points? 

Mr. YATES. You may testify, Ms. LuPone. 

Ms. LuPone. Thank you. | 

The points are the importance of non-profit theaters to young 
actors and how important they are as a source of employment and 
my experience touring America with the acting company and how 
non-profit theaters have developed a vital, younger audience. 

I have been a professional for nine years. My most recent job was 
the title role in the Broadway musical Evita, but today I want you 
to know about the beginning of my professional career when I 
learned from necessity that the actor must go where the work is. 

For me the better part—over half of my professional career—has 
been work in non-profit theater. I spent four years touring with the 
acting company, an American non-profit touring repertory compa- 
ny. We played universities, community theaters, and occasionally 
we would play a city theater. 

I know from my experience playing 34 states and 118 cities and 
towns that not only is there an audience for theater but it is an 
extremely supportive and grateful audience and an audience anx- 
ious for the experience of live theater. 

In almost all of the towns that we played, gymnasiums, audito- 
riums, churches, and theaters were filled to capacity. Every 
campus and community gathering was a full house with an audi- 
ence ready and eager—especially ready for theater. 

It is this audience that I am speaking of across America in the 
small towns that don’t even appear on county maps that will be 
affected by the cut-back. This is where the non-profit theater goes; 
this is where the non-profit theater is. 

I had an experience in the University of Arkansas in Conway. 
You pass through Toadsuck Ferry to get there. The audience was 
ie of the actors performing in Anton Chekhov’s The Three 

isters. 
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I got off the bus, looked at the town, looked at the etlSenal 
very snottily turned to Marsha and said: Why do we always have > 
to play the classics in the boondocks. And was I rudely awakened. 

They knew more than I did. They were anxious for this experi- 
ence—either to see what they had read, to imagine, or just to the 
experience of live theater. They anticipated the actors’ dialogue. 
They were ahead of us. We realized ten minutes into the show that 
we, the performers, were too slow for the audience. We had to 
quicken the tempo. 

It was a thrilling moment for all of us, because it was what v we 
had been working for all of our lives. | 

The play played itself, and everyone went home rewarded. > 

I am not sure that the Government knows exactly what it has | 
created out there. The Government through the NEA has created a 
national audience. Some will say the theater is an elitist sport but E 
no art form today is elite. 

Through the NEA the Government succeeded in nationalizing 
theater, music, and dance. I wonder if anyone truly realizes the a 
extent of it. ; 

It has been said here by the other panelists that people are so 
anxious for the theater. They are hungry for it. They are quite 
hungry for it. | : 

My last two years have been spent in commercial theater. I 
realize that many of my peers there came from the same back- 
ground I did, which was non-profit theater. 

If there are cutbacks in non-profit theater, it will deal not only a 
severe blow to theaters and its audiences in the towns and univer- 
sities across America and eliminate significant employment for 
young actors but equally important tomorrow and five years from 
now the commercial theater will feel the weight of this blow be- 
cause there will be no new young actors rising through the ranks. 

Work for actors is already scarce, and the commercial theater 
makes up a very small part of what is theater in America today. It 
is very difficult for the actor upon graduation or upon getting his 
equity card to go from schooling into a commercial vehicle. The 
actor needs the training; the actor needs the small environment 
where he can experiment and grow. 

It took me nine years of my professional life before I could be 
Evita on Broadway, and even then it was a struggle. But thank 
God I had the training I did to be able to do it. This was a 
commercial piece of theater. 

Through the Government, the NEA created more work for the 
actor while it developed the audience that might not have had the 
opportunity to experience live theater. 

I want to know, and I am sure we all want to know, how the 
Government can take the jobs away and how it will explain the 
empty theaters to the audience. 

It is not elite, as Ms. Stapleton said. It is not an elite art form. 

Cénturies before this day, people were writing on the walls and 
dancing and creating music and creating their own theater. It is 
basic fiber in our soul, and it is a natural right to release and 
enlighten ourselves and divert ourselves through literature and the 
arts. 


Thank you. 
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DAVID DiCHIERA, PRESIDENT, OPERA AMERICA, AND DIRECTOR, 
MICHIGAN OPERA THEATER 

GEORGE SHIRLEY 

BENITA VALENTE 

ARDIS KRAINIK 


Mr. YATEs. I would like to make another announcement. 

We have the opera panel at this time to be followed by dance. 
That will complete the performing arts. We will then return to 
government and then to art museums and then to the individual 
artists, unless the individual artists have commitments which 
would compel them to catch planes. 

We are running over the alloted time we had. We thought we 
would be through by two o'clock, but I think it is going to be 
impossible now. 

The opera panel is headed by Mr. DiChiera, President. You may 
proceed. | 

TESTIMONY OF Davin D. DiCHIERA 


‘Mr. DiCuierA. Thank you, Mr. Chairman. 

I have the privilege of having a number of colleagues here with 
me who are joining in our testimony. To my right is Ardis Krainik, 
who is the general manager of the Chicago Lyric, one of the great 
opera companies, not only in the United States but in the world. 

Also to my right are two American artists who have made im- 
pressive careers in the field of opera and music and have done it in 
this country within the last two decades, the time in which we are 
testifying about the importance of the endowments to the develop- 
ment of opera. They are Benita Valente and George Shirley. 

I would like to begin, if I may. Our testimony is on record, and I 
would like to submit that. 

Mr. YATES. That may be placed in the record. 

[The statement follows:] 
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TESTIMONY BEFORE THE HOUSE 
SUBCOMMITTEE ON INTERIOR APPROPRIATIONS © 


ON. BEHALF OF si | 12 AAO: 


THE MEMBERS OF 
OPERA AMERICA 


wet 


Opera is a unique art form. It mixes the elements of voice, music, theatre, 


dance and the visual arts in one production. The combination provides for a 
spectacular visual and aural experience. The audience for this experience ris . 
increased dramatically over the past twenty ie and with it a pico of many 
new and exciting professional companies. The catalyst that has contributed most 
to this growth is the moral and financial support received from the National 
Endowment for the Arts. 

The NEA's support to the opera community has risen from $115,000 and 
five grantees in 1966 to $1.6 million and,thirty grantees in 1971 to $5.6 million in 
1980 and one hundred and one grantees. In this period we have also experienced 
an increase from twenty-seven professional companies in 1965 to one hundred and 
nine in 1980. 

The impetus for this growth has come from the people in their individual 
communities. They have recognized the value of opera to their community and to 
themselves. Their support and energies have resulted in the blossoming of opera 
across the country. 

The interest in and growth of live performances ( over 3,000 professional 
performances in 1980 compared to under 500 in 1965 ) in addition to the increased 
radio and television performances have proved that opera is not just for the elite 
but can be enjoyed and appreciated by the full spectrum of our nation's citizens. 

Only after a company has proven itself with community support and 
artistic integity is it eligible for the financial support of the National Endowment 
for the Arts. The catalytic grants that it does receive from the NEA go a long 
way in promoting and increasing private support from the community. For the 
four years, from 1976 to 1979, the average percentage of NEA funds to the opera 
companies total budget has dropped from 4.1% to 3.9% while private support has 


risen from 32.8% to 35.3%. In essence, every dollar of NEA support stimulates 
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nine dollars of private giving. This is very impressive. 


In addition, the NEA has stimulated the opera community to be more 
creative by encouraging eommissioning of new works, performances of American 
opera, performances of opera in English, professional training of young artists and 
expansion into their region by touring. | 

The most important result of the NEA's catalytic support to the growth 
of irs has been the opportunity now available to a young artist to develop and 
have a successful career in this country. Fifteen years ago, an American artist 
who wished to pursue a career as a serious opera singer needed to go to Europe 
to find continuous and satisfying work. This was true because of the minimal 
number of companies in this country offering the potential of employment and the 
dearth of professional training programs. 

With the plethora of eofeaplanal companies across the country now produc- 
ing full seasons of opera and their concern for the development of American 
talent through their training programs, an artist can build a career by participating 
in the training programs during their sensitive growth years on their way to becoming 
a recognized artist. These training programs provide coaching, instruction in 
acting, movement, languages, professional ethics and, most important, stage experience 
while allowing them to earn a bare living. 

There are professional opera companies in forty-four states from Alaska, 
to North Dakota, to Mississippi, that are producing over three thousand performances 
per year. Although the life of an artist is not easy, requiring constant travel, at 
least there is work, the opportunity to support themselves and their families and 
the recognition of their talent by their own countrymen. 

A cut in the National Endowment for the Arts budget will have serious 
consequences for our artists and our companies. 


The Administration's viewpoint that private support will automatically 


increase to cover the Endowment's cut-back is false. Opera and all the arts will 
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be competing for increased private support with the other social service areas and 
if history is any indicator, will suffer the most. The erosion of government's 
leadership and its placement of the arts as a low priority will certainly effect the 
. philosophy of the private sector. 

The effect on the growth of opera will be substantial. There will not only 
be a curtailment of growth but also a recession of present programming. In essence 
what we will see is a cut-back in the number of productions and performances 
given by individual opera companies and a cut-back in the other very valuable 
activities of the opera companies such as education, professional training, commis- 
sioning of new works and touring. The end result will be a stifling of the career 
opportunities for our young American talent and a return to the dark ages of the 
past. : 

America has always prided itself on our accomplishments, our freedoms, 
our support of the quality of life and culture, and our artists. We have always 
taken great pride in our successes and our successful individuals. Our performing 
artists and their creations have become our foremost ambassadors throughout the 
world, and a reflection of the vitality and creative freedom of our great nation. 


Why must we stifle what we value most? 
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Mr. DiCurerA. Thank you. 

I would like to give some overview of what the development of 
opera has been within the last 15 years. In terms of the growth of 
opera within this country, because probably of all of the art forms 
the conception of opera has often been that of the most elite of art 
forms. With the help of the endowment, and, as we talked earlier, 
of the philosophy of availability, we have found that opera and 
music theater is a cultural resource which all people have been 
very excited and very willing to grasp. 

The growth of opera has been very dramatic, from 27 profession- 
al opera companies to 109 opera companies between 1965 and 1980. 
From 500 performances within a year in 1965 to 3000 annual 
performances in 1980 and a growth of audience from 2 million in 


the middle 1960s to well over 10 million by 1980. This does not 


include the hundreds and thousands of performances that opera 
companies take into the schools and into the communities and the 
availability of many opera companies over television and on radio, 
reaching a far greater audience than even those members who 
come into the formal auditoriums to see opera. 

The availability of opera has been a very important accessibility 
factor and has shown there is nothing elitist about it. It has been 
the seed money and the vision of the endowment tied to the vision 
of leaders in the world of opera that has helped to make that 
available. 

On a personal level, I would: like to speak a little bit to my 
company, of which I am general director. That is the Michigan 
Opera Theater in Detroit. This company was founded in 1971 in 
the center of the city of Detroit at a time when both the spirit and 
the economy of the inner city was at its lowest ebb, three years 
after very devastating riots. 

We found that it was the people of that city who wanted very 
much to have the cultural resources of something such as opera. It 
was not the very wealthy who told me very clearly that if they 
wanted to see opera they could fly to New York to see it. 

It was building a company within our state and our city to make 
it available to the rank and file, to the blue collar workers, to those 
who were not part of the jet set who could go to any capital of the 
world to see what they wanted. 

These people responded to the support of the endowment and to 
their own corporate and private support. Now that company within 
ten short years is one of the 12 major opera companies in the 
United States, having a season of over 12 weeks within the Music 
Hall center and performing numerous performances in factories, in 
shopping malls, and in schools. It has then also risen to do two full 
productions on television of American opera, the Tenderland of 
Nepatas and Frank Loesser’s Most Happy Fella. 

ne of the members of this committee asked one of the corporate 
leaders: Would you be able to take up and fill the gap if the 
endowment had to be cut appreciably. 

I think all of you know the situation in a State like Michigan. 
Not only is the State in terrible trouble because of the unemploy- 
ment, but the city is facing a $150 million deficit. The corporations 
themselves are not only looking to Federal assistance but are prob- 
ably on their knees at this point. 


76-703 0 - 81 - 7 (6b) 
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So the opportunity for the citizens of Michigan and of Detroit to 
continue to have their valued cultural assets, to which they contin- 
ue to come to the city and to provide the economic revitalization 
which has been an on-going part of that city, I think, will be ver 
dramatically curtailed. 900100 Sri 

At the same time, this growth of opera throughout the United — 
States has provided an unparalleled opportunity for young artists 
to develop their careers in this country. I would like on this note to 
turn to Mr. George Shirley, also from Detroit, who developed a 
very important international career with the opportunities that he 
had also in this country. . 

TESTIMONY OF GEORGE SHIRLEY 

Mr. SHIRLEY. Let me echo, again, as has been done a number of 
times today, my thanks personally to you and the members of this 
committee for your concern and for your interest in the health of 
the arts in the United States. 

I come to you to speak forthrightly and honestly from my guts. I 
hope you will understand that my comments are made with love, 
not only for my art form but also for this country. _ 

It is with a degree of sadness and a bit of hope that I find myself 
here. I was one of the artists privileged to address the congression- 
al committee in 1961 that was charged with taking testimony on 
the possibility of founding a National Endowment for the Arts and 
Humanities. Now 20 years later I find myself here again pleading 
with you for the continued health of that endowment. 

I come to you wearing two hats, as it were, both of which are in 
danger of being blown off by the prevailing winds. One is as an 
active performer in the field of opera and concert and the other is 
as an educator. 

I would like to spend just a couple of moments speaking in 
regard to these two areas. 

As a performer, I have seen operatic activity and concert activity 
grow over the past 20 years, certainly as a result of the interests of 
the Federal Government, its financial aid in terms of seed money 
and the very fact that it has shown in the past that the arts are a 
priority item. Washington is a leader. People do march to the beat 
of the drum that is pounded here. 

The inaugural showed that tails are in again. Everyone now 
wears tails, which is perfectly fine. 

My concern is that a message will be perceived by the rest of the 
nation if the projected budget cut becomes a reality. That message, 
as I read it, can possibly be the arts are really not that important. 

We are concerned at this point in our history with our image 
abroad. I think it has to be recognized that one of our strongest 
image factors abroad is the health of our arts. After the Second 
World War, German opera houses were peopled by America sing- 
ers. I will never forget reports of people in war-torn countries 
sitting in bombed out churches listening to concerts and going to 
opera houses, trying to rebuild their spirits which speaks again to 
vont was very eloquently stated before that the arts are a spiritual 

ood. 

America has had a tradition of exporting great artists. Our train- 
ing in this country is the best in the world. 

In my capacity as visiting professor at the University of Mary- 
land, one of the students I have had the pleasure of working with 
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this year just won the Metropolitan Opera auditions in this region 
and is now in New York preparing for the national semifinals. 


It bothers me that the projected cuts in the NEA budget will 


possibly create difficulties in terms of this young woman finding a 
place to function as an artist because of the fact that opportunities 
in Europe for American singers are not as plentiful as they were 10 


or 15 years ago. 

The advent of the Common Market has made tremendous in- 
roads into the availability of performance opportunities. Now the 
United Kingdom goes to France and Germany when it is looking 
for singers and less to the United States. The same is true of those 
countries. There is an agreement to utilize those artists first. 

Here in the United States, although we have seen opportunities 
expand over the past 20 years, those opportunities do not provide 
anything like year-round employment for singers. Many of our 
opera companies have very short seasons. 

In Europe, singers who are signed with opera companies have 
the ability of making a living all year round. A lot of those singers 
would love to come back home to perform, but we still do not have 


enough opportunity for them here. They are being closed out 


abroad. It makes a very difficult situation. 

I feel a little uncomfortable at the University of Maryland, and 
also as artistic director of a small community arts school in Monte- 
Claire, New Jersey, where I lived, preparing young people for 
careers when I am not sure they are going to have a place to 
perform. 

The other hat that I wear is as educator, wherein my concern is 
helping students to focus on the importance of the artistic experi- 
ence, as opposed to the experience of just entertainment alone. I 
am concerned with the growth of future artists, and I am con- 
cerned with the growth of future audiences. 

I think one reason we are here is because of an attitude that 
prevails throughout our society. I have seen it as a teacher. When- 
ever the money grows short, the education budget first eliminates 
the arts. 

I think that is something of the same kind of situation we are 
dealing with here. The arts are not yet seen to be the basic in our 
lives that they actually are. Everthing we work for in this society, 
in terms of material gain, comes from creativity. The suits and 
dresses we wear are designed by creative people. The furniture we 
put in our homes and the homes themselves are the products of 
creativity. The automobiles we drive are the products of creative 
people who design them. We buy automobiles according to the way 
they look, a little more so now according to how many miles we 
can get out of the engine. 

But this room we live in is a product of creative thought. I am 
concerned as an educator that there is always the attack, and those 
very subjects that have to do with that are the essence of creativ- 
ity. 

I trust that we will be able to make those aware who are in 
power of the basic quality of the arts in our lives that it really is as 
basic as the air we breathe. I would hate to think of a society 
wherein there is no music or no art or no theater. It is a society 
where I could not conceive of continuation of life. 
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The move we are facing now seems to be tantamount to pulling 
the Chinese rug out from under, rolling it up and pushing it aside 
and putting in a throw rug in its place. Han 

I think for the performing artists and for the future generations 
in this country, I think that would be a terrible thing. We have 
started a wonderful thing in developing this endowment. It is still 
only a small part of the support. It has proven itself as a generator 
for tremendous support. I would personally like to see that contin- 
ue, not only for myself as a performer but for those students I am 
actively working with to prepare for careers in this business. 

Thank you very much. 

Mr. YATES. Thank you. 

Ms. Krainik. I must say I am the very new general manager of 
the Lyric Opera of Chicago. Wwe 

Mr. Yates. We congratulate you. 


TESTIMONY OF ARDIS KRAINIK 


Ms. Krainik. Thank you, but the person who began and founded 


Lyric Opera of Chicago is the indomitable and very wonderful 
Carol Fox. 

First of all, I would like to thank all of you for having us here 
today. It is a very important thing we have come to do and talk 
about and a very important issue, obviously, to all of us who are 
here and, of course, to all of you. 

I would like to take a little bit of the history of the last few years 
of Lyric Opera, which Carol Fox founded and built and which I 
a to carry on, to talk about how the NEA has affected Lyric 

pera. 

Although only two to three percent of our budget is supplied by 
NEA funds, the quality of life of Lyric Opera and its great expan- 
sion in the last 15 years has been very definitely affected by it. 

First of all, our season’s length went from eight weeks in 1965 to 
14 weeks this year; from 35 performances in 1965 to 63 perfor- 
mances in 1981. 1981 also sees the inclusion of a new spring season 
which has been funded in part by the city of Chicago and its 
mayor, Jane Berne. This is a new innovation for Lyric Opera and a 
very important kind of expansion for us. It is perhaps the spring- 
board for the expansion which we hope there will be in years to 
come. 

Another form of expansion has been our syndicated radio broad- 
casts which are heard in 300 cities in the spring. 

I don’t like to talk about an elitist art form. I hate that word. 
Elitist, I like to think, means choice, and we all have the right to 
enjoy the choices. , 

When you have syndicated radio broadcasts across 300 different 
cities, that brings you to a lot more people than just your 3600 seat 
house can. 

In 1975 we beamed our television show of Faust to millions of 
people, not only here but in the European community. 

NEA funds directly supported Lyric Opera of Chicago’s student 
performances—that is, performances for students—where Alfredo 
Krauss turned into a matinee idol and kids whistled and shouted 
and stamped and wanted him to come back and sing more. He was 
quite surprised, being one of the leading artists of the world, that 
the kids liked him so much. But they did, and have come back year 
after year to see the student performances and to buy tickets for 


’ 
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the main performances and have become our supporters and our 
contributors. 

Lyric Opera’s idea has always been that we should present the 
highest quality. I think that is not just Lyric Opera’s idea; that is 
the idea of the entire opera community, the highest quality in its 
original language or in our own vernacular. 

Another program that was not launched by NEA funds but was 
certainly made into what it is today is the Lyric Opera school, a 
training program for young people. They say copying is the sincer- 
est form of flattery. The Opera School of Chicago has been copied 
first by the Houston Opera Company and then by others. We think 
it must have been a pretty good idea, because others have followed. 
We are very proud of that. 

We have no idea that we must hold this to ourselves. Anything 
we might come up with as a new idea we would like to think that 
others would also think is a wonderful idea. 

These training grounds for young people, a school to polish off 
the young singer, if I may put it that way, seems to have been 
exactly what the country needed and what is helping to generate 
new talent in the opera community. It takes care of those young 
people in the limbo years when they really cannot earn a living. It 
also turns out pretty good talent for the world community. 

Two of our prize pupils were Miss Kathleen Kuhlman who is 
now a regular at the Cologne Opera Company and who opened 
LaScala Milan in the fall of this year in Falstaff singing the role 
of Meg. We think that is pretty good pickings for a fledgling just 
two years out of school. 

Another one of our young graduates is Julian Robbins who was a 
regular at the Metropolitan Opera. This program was funded spe- 
cifically by the NEA. Without that funding, it would not have been 
the success that it is. 

There are lots of other things the NEA has been responsible for. 
May I touch on fund raising, which, of course, is our lifeblood at 
Lyric Opera besides the ticket income. 

Corporate support has gone up 15 percent yearly. In the last five 
years from a few thousand dollars in 1965, corporate support has 
reached $593,000 in 1979. Our entire fund raising efforts from $1.5 
million in 1965 have reached over 4 million this year. 

I am not saying that the NEA was responsible for all of this. 
That is rather a lot to say and a great deal to swallow if I may put 
it that way. 

It has a tremendous effect on the fund raising, partly because of 
the challenge grant program which was mentioned earlier which 
we were very grateful to participate in. It made a great deal of 
difference in our fund raising efforts. We were able to come up 
with $4.2 million, which is a very great deal of money to find for a 
company that is only 14 weeks long. It also made possible the 
computerization of all of our fund raising and our ticket lists. It 
made possible the improvement of our office facilities, not so that 
we had better decor but so that we had better use of our lists of 
personnel and systematized all of our efforts. 

Naturally, I am not trying to say that the NEA has made all of 
this possible in the grandest sense. I am saying, however, that it 
did provide the seed money for all of this. It provides the climate. 
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It provides a concept, which is very important to us, that govern- 
ment is interested in the arts—opera, in particular—and is willing 
to support it and give it the recognition it has to have to continue 
and flourish. 

I think I speak for all of the opera companies in America, as 
know David did. The Lyric Opera of Chicago has experienced great 
growth in the last 15 years and this is true of every company in 
America. 

This last week Mrs. Sadat visited Chicago and was feted to a 
dinner by the mayor on Monday evening. I was privileged to 
attend. I was very interested in what Mrs. Sadat said about the 
city. The one thing she picked out as a jewel in our crown was the 
Lyric Opera of Chicago. | 

I like the symphony too. I think the Chicago Symphony is terrif- 
ic. But Mrs. Sadat just happened to mention that. I thought it was 
very fine that she mentioned the importance of the arts to our 
great city of Chicago and to any city. | | 

One of the first things I had to do as the new general manager of 
Lyric Opera was trim my deficit. That started on January 9. I 
preceded President Reagan in the trimming of my deficit. I under- 
stood, even in advance the problems he was facing. I understand 
the necessity to trim deficit. I understand even more the necessity 
to reevaluate how we are spending our money, and how we are 
getting the most for it. 

I would also like to reiterate what Ms. Stapleton said so vividly, 
that man does not live by bread alone. I think that the spiritual 


food the arts provide all of us and on which we live so wonderfully 


and gain hope and inspiration and courage for the future is very 
important. I trust that all of you are going to take the cutting and 
the reevaluating very seriously, because you are going to be taking 
a close look at the food that makes all of us happier, wiser, and 
hopefully makes for a better America. | 

Mr. Yates. Thank you very much. 

Is there a relationship, in your opinion, between the possible loss 
of NEA support and the price of admission tickets? 

Ms. KraIinik. Yes. I think it would possibly have an effect. 

Mr. YATES. You think it would. It would require the increase of 
admission. 

Ms. KRAINIK. Yes, I think so. 

In the first place, we would have to find $210,000 worth of 
support. I know that our board of directors, from a meeting I had 
just yesterday before I got on the plane, is talking about increasing 
ticket income for various reasons, including the possibility of losing 
the support of the NEA. 

Mr. DiCurerRA. I would like to say that, unfortunately, the pro- 
grams that will go first when those cuts are made are the outreach 
programs that every opera company works so desperately to do. 
The subsidized student performances that we give at very, very low 
prices which are not possible with the extreme costs of producing 
opera and the programs that go out into the schools and that are 
the audience development. 

That, I think, would be a great, great disaster. That is the 
preparation of our audiences and of our support for the future. 
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TESTIMONY OF BENITA VALENTE 


Ms. VALENTE. My name is Benita Valente. I am a soprano. I am 
going to talk to you about the practical side of my life. 

I grew up on a farm in California of immigrant parents. I was 
told at a very early age that I was very gifted. This gift was then 
helped along by all the people with whom I came in contact. I 
worked with some of the finest people in the world. They were in 
the United States. I had all the finest that one could have in this 


country. 


I then graduated from. school thinking I knew a lot and went to 
audition and was asked: where is your experience? I tried to find 
experience in this country and was told that Germany had some 65 
opera houses and that I should go there. 

I spent two years in Germany, sacrificing a great deal of my 
personal life. My husband had to stay here in this country. I spent 
a year in Freiborg. 

I came back thinking I must start a family. My son was born, 
and I still could not get into the opera. I didn’t have enough 
experience, although I had learned eight roles that first year. 

I then took my son and went back to Germany and spent a year 
in Nurembourg and said, this is enough sacrificing; I am going to 
go home and see what I can do there. This was 1960 to 1965. 

About that time things began to happen in the United States. 
The American National Opera Company asked me if I would come 
on tour with them. I did two more new roles. By 1973, I had gotten 
into the Metropolitan Opera. It was because of the NEA starting 
all of these little things—Washington Opera and Boston Opera 
were part of it—I had to go to Germany to learn the role I did sing 
at the Metropolitan Opera as my debut role. 

After that, when I wanted to learn other roles. Four years ago I 
went to Little Rock, Arkansas, to do my first Traviata and then 
Long Beach, California, for my second. In this way, I am now ready 
to sing Traviata at the Metropolitan Opera. 

Instead of sending us to Germany, please keep us here. 

Mr. YATES. We would love to keep you here. 

Ms. VALENTE. There was a time when I had to say to anyone 
with whom I came in contact: You must go to Germany. 

Mr. YATES. What is your experience individually with NEA? As I 
understand your testimony NEA gave you the opportunity to sing 
in subsidized opera companies. Do they also help individual artists 
keep their roles? 

Ms. VALENTE. No, I don’t think they do. But in creating more 
work in this country, we are able to stay here. 

I can say to students now who come to me and ask what I advise: 
Look to these extra opera programs in Chicago and Houston and 
Santa Fe and so forth. Instead of going straight to Germany, find 
this out first. 

Mr. Yates. Thank you very much. 

Mr. DiCurerA. Mr. Chairman, there is a program through the 
National Opera Institute which is funded, again, in part, by the 
National Endowment, which gives singer grants to young singers 
who are chosen on a very, very competitive basis of the finest 
around the country. They are given grants that allow them some 
support so that they can continue their lessons or have substance 
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while they are in that very difficult transition of developing a ee 
career. 

Mr. Yates. Thank you, panel, very much. We express to you our 
gratitude. Your testimony was very helpful. Thank you. 

Mr. Robbins, you are described here as the Ballet. Master for the 
New York City Ballet. You are accompanied by the Corps de Ballet 
of Senta Driver, Carmen deLavellade, Violette Verdy, Eliot Feld, 
who has a company in his own right, and Nancy Feldman. We are 
glad to have you here. 


WITNESSES 2 


JEROME ROBBINS, BALLET MASTER, NEW YORK CITY BALLET 
SENTA DRIVER 

CARMEN deLAVELLADE 

VIOLETTE VERDY 

ELIOT FELD 

NANCY FELDMAN 


Mr. Ropsins. We are the last up, and we feel a little like the last 


act on the bill. : 

Mr. Yates. There still remain a riumber of witnesses. 

Mr. Rossins. The last of the performing arts. 

Mr. YATES. We will accept that description. 

Mr. Rospins. What I would like to do first, Mr. Choe is 
thank you all for seeing and hearing us. We are a bunch of movers, 
and we are not used to words. I can only compare it by maybe 
asking you to come and take a professional class with us sometime 
and see how you feel. 

Mr. Yates. We would do that for approximately 30 seconds. 

Mr. Rossins. First, I would like to put on the record a statement. 

Mr. Yates. Your statement may be made a part of the record. 

[The statement follows:] 
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might not be. aware of how diverse our dance communi ty 


Pag lo. 1965, + the year National Endowment for the Arts 
« is c 


ere first made available for dance, American dance 
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ted of about thirty- -five (35) professional companies, 

fe aetna » | 

t of them tes ced in Ney York City. Thanks in great measure 


Th 


to the Mieser tne Errorts ae the National Endowment for the Arts, 
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de longer as we were in 1965 an art form of thirty-five (35) 


3 companies playing ‘short seasons to half empty houses in large 


urban areas and supported in great measure by a few PeATEny patrons. 
Pane sc The audience for dance in 1965 was estimated at one 
million persons. A Louis Harris and Associates study, America 


and the Arts, shows that in 1980 25% of the adult population (or 


forty million people) living in communities all across the country 
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paid to see a live dance performance during the year. And the 
market is not yet saturated--according te that Harris study, 
4 of the population would like to see even more dance perfor- 
mances. | 7 

I appear before you representing not thirty-five (35) 
but four hundred (400) dance companies; representing dance forms 
ranging all the way from jazz and tap dancing to classical pallet 
and modern dance, from traditional ethnic dances to experimental 
work. Some companies perform the pieces of a single choreographer 
and focuson_the creation of entirely Lee work. Others choca: 
their repertories from dances created by a variety of artists 
and also recreate classic works of the 19th and 20th centuries. 
Some work is traditional in that it reflects the heritage of 
a particular country or ethnic group and still other pieces © 
are reflections of the style of dance which has been prevalent 
in musical theater. And all of these dance forms are presently 
accessible to people from all walks of life, throughout all 
sections of the country. 

Our company budgets range from several thousand dollars 
in some cases, to twelve (12) million dollars with total budgets of 
approximately ninety (90) million sollare ts Our companies have 
“home bases" located in all parts of the country, and in all 
kinds of communities. Some of cour companies employ only a few 
people; others number artists and staff in the hundreds. Some 


of us receive National Endowment for the Arts funding, others do 
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not. But we are united, regardless of our artistic mission 
or circumstances, in our belief that we are all negatively 
affected if our government policy is that the arts are a very 
low priority in our society. And this can be the only inter- 
pretation of a government which would propose to cut the 


already limited arts funding by 50%. 


"The 20th century has witnessed an extraordinary 
explosion of the arts in America. Dance, perhaps more 
than any other art form has displayed dramatic 

growth in terms of individual artistic expression, 

the skills of the interpretative artists and the 
interest of audiences. The work of American choreo- 
.graphers. is defining 20th century. dance for the en- 
tire world. These creative and interpretive artists 
have made the United States the dance capital of the 
world. 


"Today dance has established itself as one of the 
most innovative and diverse of all the arts. Asa 
discipline which has actively sought to make itself 
available to its audiences, dance has cultivated a 
devoted following. The audience for American dance 
has increased more dramatically than for any other 
art. This can be attributed primarily to companies 
touring to all corners of the country and the world, 
to their establishing home bases in metropolitan centers 
as well as rural communities and to the technology of 
television and film which dance artists are carefully 
learning to harness for their own uses."* 


Ofall the performing arts dance has shown the greatest 
growth over the last decade and one half, both in terms of 


audience acceptance and in the number of dance companies. In 


“the last fifteen (15) years dance has come of age as an art 


form, with commensurate recognition by the general public. 
Many of our dance companies today are located in major 


metropolitan areas throughout the United States--Chicago, 


*Dance Program General Plan: 1982-85. 
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San Francisco, Boston, Philadelphia, Los Angeles, Seattle, 
Salt Lake City, Atlanta, Houston, Dallas and New York. Many 


other companies mke their bases of operations in such smaller 


cities as Winston-Salem, Tulsa, Pittsburgh, Cincinnati, Rochester : 


‘and Portland. Altogether, more than one hundred (100) com- 7 
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munities throughout all fifty states are the homes of professional | 


dance companies. Eighty percent (80%) of the audience for dance 
is now located outside of New York City. ate the credit for 
this growth in the number of companies and the spreading out 

of their home locations, as well as the nationwide scope of 
their following, must in large part be given to the policies, 
programs and modest financial suppdért provided by the National 
Endowment for the Arts. 

Yes, the National Endowment for the Arts has been a mdjor 
catalyst in the expansion in the number of dance companies and 
the size of the audience for dance. One of the primary reasons 
for this growth of dance has been the National Endowment's 
sponsorship of dance touring. These programs in support of 
dance touring represent a partnership between the federal 
government, dance capanies and local individuals, corporations 
and foundations helping a local sponsor bring the highest 
quality dance to his or her community. This is done by giving 
the local sponsor a sum of federal money which, on the average, 
is equal to about 26% of a contracted dance capany's fee. 


However, a local sponsor has many more expenses in sponsoring 
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a dance company than just its fee. He/she must rent a theater, 


prepare promotional and advertising materials and pay for placing 
the advertising, pay stagehands, ushers and sometimes provide 
live musicians, print programs, and so forth. In fact, a local 
sponsor's costs of a dance company engagement is estimated 


to usually be double the company fee. This being the case, 


OE le 


the ‘sponsor is in reality receiving only 13% of his/her costs 
from the federal government. The remainder of the monies needed 
must be raised from ticket sales as well as from local corpor- 
ations, businesses, foundations, state and local government 
and from individual donors. é 

The five (5) million dollars which represents the 
National Endowment for the Arts' present yearly budget for 
the touring of dance companies has served as a catalyst for 
the growth of dance in three principle ways. First, without 
such an influx of Pererr ites Tunas. both public and private, 
to the sponsoring organization the sponsor would have had to 
greatly increase the price of tickets, which would severely 
limit the number and type of people who now can and do attend 
more than sixteen thousand (16,000) dance performances yearly. 
Second, an exceptional feature of the National Endowment's 
sponsorship of dance touring is the diversity of non-concert 
activities participated in by members of the touring company 
while in the sponsor's local community. And third, while it 
is argued by proponents of cutting the National Endowment's 


budget that state and local governmental bodies, plus corporate 
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and private funding sources will increase their contributions _ 
to make up for any loss in federal funding, the fact is that 
the National Endowment's funding has provided the main impetus 
for generating these other sources of contributions and eee 
other Fanktne many shrink, rather than grow, if the 
National Endowment were forced to reduce its support of 
dance touring. Since federal funds only provide about 13% 
of the expenses of performances and other activities of 
Endowment-sponsored dance touring, it can be seen that between 
the time this five (5) million dollars provided by the 
National Endowment for the Arts leaves Washington, D.C., and 
the time the dance companies finish their performances, that 
money will have multiplied eight . be and will be worth 
some forty (40) million dollars in local economic activity 
throughout the country...  - : 

Federal support of dance touring began as a pilot 


project of the National Endowment for the Arts in 1967 when 


four dance companies visited eight communities in two states 
for a total of eight weeks. In 1980-81, eighty-one dance 
companies of outstanding quality representing all forms of dance . 


toured to fifty states and jurisdictions--460 communities-- 


for over 350 weeks with National Endowmentisupport. Since 

such dance touring sponsorship began in 1967 the federal dollars 
have totalled $19.7 million-dollars. More than two thousand 
(2,000) communities have been affected to the extent of $158 


Million dollars in direct economic activity. 
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Television has also played a major role in the growth 


e evision programs such as Dance In America, Great Performances, 


© 


and Live from Lincoln Center, as well as through other programs 


on dance that have appeared on commercial networks over the last 
several years, the National Endowment for the Arts has given 
the public the widest possible access to the finest dance 
companies in America. These programs have made all forms of 
dance available and accessible to everyone, by performers and 
choreographers sometimes well-known and sometimes previously 


unheralded. They have educated the public and have created a 


market of people who, having seen dance on television, have 


come to appreciate and understand it and are now ready and willing 
to move outside their homes to pay to see this art form live. 
Fifteen years ago, the market for dance was very small. 
If you add to the forty (40) million people who saw dance 
live last year, the many more who saw companies presented on 
television, the dance audience is very large indeed. Touring 
and television then, both forged from a partnership between 
the federal government and private funding, are responsible 
for the increase in dance in Patients, sn the emergence 
of dance as an important national industry. 

There is one aspect of this emergence of the acceptance 


of dance as an important national treasure which has not 


- received the recognition it deserves. The touring of 
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American dance companies has itself had a catalytic effect on 
communities all across the country. In many cases citizens of 
a community have decided that their community should ee access. 
to dance on a more regular basis than can be provided by touring 
companies or television performances. They had been impressed 
and motivated by the enjoyment they had received from dance - 
performances, by the educational experiences provided their 
- children through exposure to dance, and see new-felt desire to 
support and be associated with artistic process. So in the late 
1960's and into the 1970's dance companies sprang up around the 
country. While many of these companies came about as a result 
of the desire of the local citizenry~ to fund and have their 
own home-based companies in addition to presenting national 
companies coming in from the outside, still other companies 
were the result of dancers and choreographers deciding that in- 
stead of going to New York to work as had been done by previous 
generations of artists, there had now developed enough interest 
so that they could successfully practice their craft in com- 
munities in which they had their roots. Finally, dancers and 
choreographers from New York, seeing opportunities for growth 
outside “the Big Apple", have moved out to work with and become 
a part of companies all across America. 

With this "federalism" which characterizes the American 
dance scene today has developed a growing institutionalization 


of many of the dance companies themselves. I hasten to add 
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that this healthy, stabilizing effect has been delicately 

balanced by a sturdy retention of ioe Hee pentene Aer etic 

spirit. Today; it is the norm for dance companies to be pro- 

fessionally managed, to call upon the services of support per- 

£ sonnel who understand and can utilize sophisticated administra- 

4 tive strategies including long-range planning and marketing 

z techniques. Companies have broadened the composition and 

activities of their Boards of Directors, and this in turn is 

_ leading to the development of new fundraising strategies. 
Endowment funds have not only moved dance resources 

around the country and provided assistance to companies in the 


development of their internal professional management. Grants 


to dance companies have also been used to assist the companies in 
their resident communities. These companies provide ongoing 
service to their resident cities, counties and states through 
professional training, home season performances, in-school programs 
and most importantly by their daily lives in the community as 
creative artists and resources. These companies are becoming 
part of the pride of their communities. Endowment. funds 
to assist in providing services such as new productions for home 
Seasons, rehearsal pay, or promotional and fundraising campaigns 
have contributed to the diversification of income base of these 

4 companies and have enabled these companies to develop within 


particular communities as an ongoing resource to meet the 
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growing demand of audiences for quality dance. Dance companies 
are perceived by a growing number of metropolitan areas to be 
as necessary as their symphony, public television station 
or sport teams. Money to dance companies is therefore dollars 
invested in the spirit of America's communities. The Boards 
of Directors of these companies often represent the city's 
business community and community leaders. People devote 
hours of their valuable time because they are convinced of the 
value. Endowment funds form a small financial but large morale 
percentage of these hard-working and extremely productive 
organizations. 

"The primary purposes of arts and cultural institutions 
is to add to creative expression and quality of life, 

and not to generate dollars and jobs for the community. 
To substitute the economic value of the arts for their 
human, spiritual, and aesthetic value could be dangerous. 
The economic value of the arts should be viewed as a 

by product and not the primary reason for their existence. 

It would be serious and a self-defeating mistake for 
institutions to make artistic decisions on the basis 

of potential economic impact. However...the arts (can) 
benefit the community economically. Economic impact 


studies show how money flows between the arts and 
economic development of a community can be complementary" .* 


In short, while dance companies are formed and supported 
for their artistic merit, they make a positive contribution 
to the American economy. We would hope that the arguments 
based upon the artistic contributions te aa ec oe in America (and 
the arts in general) would be more than sufficient reason to 
reverse the proposed National Endowment for the Arts budget cuts. 
But if this is not enough, then consider the devestation which 


would be inflicted upon a significant segment of America's 
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economic family in the name of an extraordinarily small potential 
savings in the total federal budget. 

» The Administration has suggested that cutting National 
Endowment for the Arts funding from $175 to $88 million dollars 
will mean a significant savings to the economy of the country. 


It is unfortunate that the budget planners have not properly 


a net ‘drain" on the local economy? There is the clear 
suggestion that some cultural activities are responsible 
for as much in tax revenues as they get in appropriations 
and they have noticeable if modest impacts on jobs and 
income in other sectors of the economy. Further, it 

is clear that cultural programs can serve both residents 
and visitors in a metropolitan area. Cultural activities 
may sometimes be solely responsible for inducing persons 
outside metropolitan areas to make day and night trips. 
It may be assumed that even when cultural organizations 
are not solely responsible for these visits, they may 
often be one among other planned activities, and so may 
directly ponte tbute ’ to increasing the number of audience 
visits. 


"At the same time, it is also clear that the non-profit 
institutions examined in this study are small businesses 
that sell the majority of their ‘output' to local residents."* 


= considered the dance industry from an economic perspective. 

> The positive economic impact of cultural institutions 
&s ; 

i on a community in which they are based is considered in a 
recent study. The following quotation is taken from the intro- 
. _ductory chapter of that study: 

§ 

a "Do appropriations have any economic significance in 

7 terms of jobs, and income and tax revenues, and is that 
< impact sufficient to counter the view that the arts are 
al 


A dance company performance involves far more of the 


local economy than simply the people directly attached to the 


company. For instance, in order to perform in its home city a 
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* Economic Impact of Arts and Cultural Institutions (Report #15) 
National Endowment for the Arts, January, 1981. 
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dance company must have someone prepare advertising and promo- 
tional materials, employ local graphic designers, copywriters, 
printers and perhaps television personnel. Company representatives 
place ads in local newspapers and on local television. They rent — 
ciheatetes pay janitorial and cleaning staff and stagehands; ' 

they print tickets and programs, have costumes cleaned and hire 


ushers. 


In addition, people coming to a performance spend 
their dollars at local restaurants, at downtown parking lots and 
for babysitters, and if they are from out-of-town they stay Bt 
local hotels. Dance cari be said to have some significance as a 
tourist industry, since non-local people may come into a 


community particularly to see a performance and then stay to 


other things as well. Many others will specifically schedule 
a trip having additional purposes with the knowledge that a 
dance company is performing at the same time. 

Data available from the study just referred to and from 
other sources suggests the broad economic impact of this segment 
of America's arts 5 ere Total budgets for American 
dance companies is approximately ninety (90) nad ion dollars 
(including both home-based and touring activities): As affects 
their home communities and in addition to direct-effect spending, 
dance companies generate $320 million dollars per year in the 
form of local business volume and also account for at least 
$105 million per year in local audience spending (exclusive of 


ticket income.) 
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: Dance companies also have a substantial economic impact 
when they tour to communities outside their own. Again, local 
labor must supply all the ancillary services needed to promote 
and produce a performance, audience expenditure will be more than 
just ticket sales and companies will provide significant amounts 
of money to the travel and transportation industries in order 


to move personnel, sets, costumes and other equipment by 


plane, bus, van and truck. 


A report produced by the Southern Arts Federation 


surveyed the economic impact of a twenty-eight (28) day residency 


in Atlanta during the fall of 1977 by the Alvin Ailey American 


Dance Theatre. The survey demonstrated that for four weeks of 
performances and other activities (made possible in part by 
National Enitiowment funding) there was a $1.6 million dollar 
impact upon the city of Atlanta's economy. Direct cash expen- 
ditures by audiences aed detieren ticket prices totalled half 

a million dollars and sixty-nine (69) new jobs were produced for 
Atlanta citizens. 

Ona national basis, the National Endowment helps make 
possible more than 360 weeks of taquring per year, or more than 
eighty (80) times the amount of economic activity documented in 
this Atlanta study. Thus the national Sane ob OP touring 
activities. aided by the National Endowment is in excess of 
$125 million dollars per year. 


There are other interactions with our national well-being 


which may be harder to quantify. Dance performances may also 


serve to help create a climate in which businesses and residents 


"one need only - ook at Lincoln Ce 
£34 for the re tion of Manha‘ 


the plan of ee apeeeeetio rates era 
complex. Studies show that people attendin 
arts in metropolitan areas spend 80% more - 
of their ticket on ancillary services. The m 
of restaurants and shops which border Linco] 
attest to the economic impact the arts have had 
this area. This is a pattern which is being du pl 
in cities across America. The arts can no longer 
considered a frill industry. They are the seed 
economic and cultural revitalization of our ur 
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Endowment for the Arts is not a subsidy. Only nine million ree: 
dollars was provided by the National Endowment for dance ac- coat i 
tivities in 1980, of which only 212 million dollars constituted _ sit 


direct support to dance companies. Not one of our four hundred (400) 
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_ companies depends wholly on National Endowment funds. Those 


- dance companies which received this 2.2 million dollars were 


able to use the money to raise an additional 25 million dollars 
from private funding sources and to generate more than 45 million 
dollars in earned income. z | 

I would like to share with the Committee one more 
statistic based upon a somewhat unscientific survey. During the 
last few weeks a number of dance companies were contacted and 
asked to provide certain data. These dance companies received 


a total of $587,500 in National Endowment funding in connection 


- with-their company activity in 1980. By comparison, these same 


companies forwarded to the federal government $1,835,338 in: 
employee withholding and employer and employee FICA contribu- 
tions, or triple the return on the Endowment furiing from just 
this one aspect of the dance community's participation in the 
American economy. 

The conclusion then must be that dance companies with 
a very small amount of federal funding are generating substantial 
economic impact across the country. Although we cannot speak 
for the other disciplines, we believe that this must be the 
case not only for dance, but also for opera, theater, symphony 
and museums. 

Well, what will happen if the arts budget is cut 50% as 
proposed and dance's portion cut from almost ten million to 


five million dollars? There is no alternative source of funds. 
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It has been suggested that in the event the cuts proposed by the 
Administration are made the slack will be made up by private 
industry. This suggestion is ill-informed. I think cease 
representing major corporations and foundations who are presenting 
materials here today will tell you .that they are not in a position 
to pick up the slack.* I think the mayors and aoy ania also 
testifying here today will tell you that they will be unable 

to make additional contributions. ES ES in the case of 

state governments, much of their arts money comes in the form .. 
of block grants from the National Endowment which will also be 
significantly cut if the arts budget is slashed. 

The consequences of the prqposed cuts would be far more 
serious than the dollars "saved". We have asked dance companies 
to tell us what they believe will happen. What they have told 
us is not pleasant to contemplate. 

Consider this from a West Coast modern dance company 
with a budget of half a million dollars and a full-time staff 
of fifteen persons. The company has performed in most of our 
fifty states and does more than sixty performances plus many 
ancillary activities each year with an audience estimated at 60,000 
annually. “Seventy percent of our income is earned. Last year, 
the federal support to local sponsors enabled us to find sponsors 
for sixteen weeks of national touring. We anticipate that with a 


significant cut in federal dollars local sponsors of dance will 


*With the Committee's permission, I would like to submit for the 
record and append to my written statement an article from the 
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find it necessary to cut back on the number of companies they 
present. Those who have a history of presenting several companies 
: may present one; those who have presented one may chon to pre- 
sent dance every other year. Our touring could drop by one half. 
Even oir activities at home would be affected by National Endow- 
ment budget cuts. The small amount of money we get directly 
from the Endowment, added to private monies which we raise 

gives us the opportunity to teach out to our local communi ty 
through performance and in other ways. But a cutback in oulie 
federal funding would make it difficult for us to teach and 
-perform as we do now. We are proud that we pay our dancers 
fifty-two (52) weeks per year. With this cut, and much less 
work, while we would probably not be able to cut down the 

number of-dancers and staff we employ, we owuld have to lay off 
personnel for significant periods of time. As I understand, this 
‘would at least enable them to collect unemployment insurance for 
those periods when we can't find enough work." 

For some newer capanies who have not had as much of an 
opportunity to institutionalize themselves, the funding cuts 
might mean that they would cease to exist at all. When questioned 
about this, one artistic director with a company based in a 
smaller community replied, "We expect that Sie will have to close 


shop completely. Local corporations and foundations are just 


2/26/81 edition of the wall Street Journal entitle "Companies 
Doubt Their Art Giving Would Rise to Offset Reagan's Cuts", which 
covers this last point further, and explores the harmful relation- 
ship between inflation and arts funding even if there were no cut 
in the National Endowment for the Arts’ budget. 
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getting to know who we are and supporting us. The small amounts 
of federal money we received helped us to develop that. We — 
are one of those compnaies that with a 50% cut could be ina 
position to receive no money at all. I believe foundations 
and corporations will see the cut in our National Endowmet 
funding as a.-signal that we are not important and not worth 
the private funding. Highly trained artists shouldn't be asked 
to wait on tables during the day and to rehearse at night and 
perform for Ai inircode If all this comes about, our local com- 
munity will be the poorer for it both artistically and 
economically." ; 

The effect of a 50% cut in National Endowment for the 
Arts funding on a large ballet company was described by that 
company's general manager as "disasterous". "We would be 
forced," he said, "to reduce the number of dancers presently 
employed by the company. We would also lose technical 
and administrative personnel. The loss of the dancers would be 
a special strain in that we need enough dancers so that we 
have the depth to make replacements for those dancers who get 
injured during a tour or home season. With everyone dancing in 
more ballets than they should because of a: shortage of dancers, 
I anticipate injuries will be much more iredkicate Also important is 
that our ability to sell our long home season subscription tickets 
relies on presenting the public with a variety of new works and 
revivals. With a reduction of National Endowment money, we would 
have to cut down on our productions and I think this will hurt 


our ticket sales." 


859 


a =1Os 
iy 


2 


Access to. dance for some states and regions will 


oe 


also become problematic. The Helena Performing Arts Society 
“has sponsored a performing arts series for the last three 
y ears in Helena, Montana, population 25,000. It sells 5,000 
"tickets annually to its series of five events which have 
included two dance companies each season. 


"Fifty percent of our income is from ticket sales, 
at? the remainder we raise locally. We receive a small 
a ; amount of money from the National Endowment for the 
ceeeed 3 ‘Arts, but this federal funding plays a major role in 
¥ our local fundraising. Dance is one of the most ex- 
pensive art forms to present because of its technical 
needs. The National Endowment support gives us the 
edge that makes it possible to present dance out here 
and to keep the ticket prices reasonable. People in 
this part of the country drive several hundred miles 
to see the dance companies we present. With a cut 
in National Endowment funding I don't think companies 
will be able to get all the way up here. I'm not 
going to be able to give them enough money even if I 
- ‘work with other Mantana sponsors to compensate them 
for the travel involved." 


. Established sponsors of dance in larger cities feel 
_ they will also be effected: 


"We will have to substantially reduce the number of 
companies we present. We will not be able to take any 
artistic risks and-present something terrific we think 
our audience should see,but might not be able to sell 
the first time around. Unfortunately, my organization 
will probably have to cut off its outreach program 
which helped bring dance into the schools and some 
surrounding communities. We are raising as much money 
from the private sector as we can. Our costs for 
producing are skyrocketing with inflation; this is 


4 not the dance company's fault, but without National 
Ky Endowment for the Arts funding a great deal of what 
re we have developed over the last ten years will have to 


go by the boards." 
What is that bottom line for all of this? We estimate 


that at least 25% of the companies presently operating around 
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255— 
the country would be forced to either go out of business 
completely or lay off personnel for significant periods of time. — 
This will mean a loss of employment of many of the 10,000 peppheit 
directly working for the companies who may suddenly find them- — 
selves on the unemployment lines and re local businesses who 

will not have income from dance productions as well as the 

travel industry which will lose money when companies are unable 

to tour. One company of twenty-five (25) persons estimates it 
spends a minimum of $2,000 Sep day on travel, freight and 

per diem costs for tour. This figure is fairly standard for 

all touring companies. In other words, a ripple effect across 

the economy plus a norraowing of the audience base for American 
dance. 

And all this over a cut of $88 million dollars...When 
you multiply the economic impact of all the arts disciplines 
I believe that the erenunieny ta that this $88 million dollars will 
actually be "saved" by cutting the arts budget is misinformed. 

Let me add one additional word concerning the National 
Endowment forthe Arts'* contribution to the dance community. The 
National Endowment's dance programs were created by the federal 
government and have been a source of pride-for all who are in 
contact with them--the dance companies, ae local sponsors, 
the audiences, the corporations, the foundations, the individual 
contributors and the government itself. It would be a travesty 
to massacre such a significant example of government/private 


sector cooperation.. 
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ves “inspired + to , greatness. One could truly say 
Steeles 


ny this is af "Golden Age" of dance. 

: Wieden” inaugural speech President Reagan proposed 

‘people that the nation unite ina "new beginning" 
I st to find ways to regain the national unity and 
urpose and world leadership which has eroded over 

he las : several decades. Mr. Reagan's fifty percent budget 

however, would be a step toward the destruction of the one 


a ea in which the U.S. is unquestionably the world leader--the arts. 


Americans to see and VS oe nis € sBs 

which permeates the fusripen, 32nee dance ‘scene todays 
Who can argue with the ees enhen bag): sf 

nation? But we should all be aware of two things 


less people or turning out more widgets. Dancers cannot perf orm 


more than a certain number of times per week. Choreographers can= 


not create two dancers in the space of time it usually takes to ee 
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= one. Industries pump millions into research and development 


Suce 


a growth factor for the business. We pump blood, sweat and tears 

into helping millions discover the beauty of dance. The economics 
ae ; aoe. 

are just not the same. 
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= wot The President reminds us to take pride in our citizen- 

“ship. Dance is constantly demonstrating America's greatness 

to the rest of the world. It has been an extraordinary ambassador 

for our nation,. Time after tima visits by American dance 

- companies to foreign nations have provided a bridge between 

"peoples which has made possible later understandings between 

- govermments. Dance is truly a univeraal language. A movement, 

Ss Deetare can be understood anywhere crossing language, 

| religious, nationalistic and cultural borders. 

E -%, Mr. Chairman, America is at a crossroads. It faces 

q difficult sledding in its Fteotse to regain its stature in the 

: world. These times will demand sacrifices from the American 
people in many ways. It is especially during these times of 
Sacrifice when the arts are needed more than ever. In addressing 

4 this concern before the Senate Suboommittee on Education, Arts 

2 and Humanities in 1979 choreographer Agnes de Mille stated, 

"This is the time above all other when we need what art can bring 

3 us, the sense of truth, the sense of verity, the sense of sanity, 

of health, of humor, delight." 

Martha Graham once quoted a Greek historian who waid of 


a particular city-state, "They had no poet so they died". The 


arts are at the crux of our society. More than almost anything 
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else they have the ability to take us out of ourselves, to 
_transcend the everyday activities in which we are involved a 
to strip away all the coverings in which we shroud ourselves and 
help us experience moments of great beauty. 

The dollars we’ are seeking to retain for the arts 
are small. Very small for what they have the power to do for 
the human spirit. Miniscule in terms of the nation's entire 
budget--one-fourth of one-tenth of 1%--even at the current funding 
level of $175 million dollars. And yet packing a surprising wallop 
in their impact on our quality of life, on our image and ueahaeael 
around the wortd and finally on aieeoacas : 

John F. Kennedy said of the arts, and his words are 
written on the west wall at the Kennedy Center, that, "The life . 
of the arts, far from being an interruption, a distraction, 
in the life of a nation is very close to the center of a nation's 
purpose--and is a test of the quality of a nation's civilization." 

We in dance community believe this to be the case and 


ask for your support. Thank you. 


: 
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—— ARTISTS MANAGEMENT —— 49 EAST 861TH STREET, NEW YORK 10028, N.Y. © (212) 722-2921 


(auen de lavallade, born in loa Angele, became leading dancen with 
Leaten Horton's Dance Theater, and from her performances with thia 


company waa invited to Bavadway to appear in “House of Flowen.” 
Subsequently she war engaged by the Metropolitan Opera and war the 
featured soloint in “Faust.” Fon two season she war guest artiat 
with the American Ballet Theater, and starred in the New York (ity 
(Center's productions of ‘Carnina Burana” and "Catulli (arnina.” 

In Spoleto, Staly she starred at The Featival of Iwo Worlds and 
Later toured Srrael with hea own dance company, Under the auspices 
of the State Department, Misa de Lavallade and Alvin Ailey formed 
a company which toured the Jar fast. - Following thia ashe wa the 

recipient of the Dance Magazine Award. 


Sn recent years Misa de Lavallade haa increasingly combined careen 
in dance and theater. While « professor at Yale University, she 
was a leading member of the Yale Repertory Theatre (Company, mong 
her major roles were performances in: Story Theatre, (rimer and 
(rimea, Don Juan, When We Dead Awaken, The Seven Deadly Sina, Le 
Bourgeoir Gentilhomme, Machett, The Ritz, Juliu (acaar, Macheth, 
Lean, Jhe Jempeat and as Jitania in A Midsummer Night's Dream. 

She also performed as a singer at the Yale (abaret in: “An fvening 
of Noel (oward” with Jeremy Geidt, “An Evening of Harold Arlen” 
with Leonard Frey and Jeremy Geidt and "An Evening of Duke €Llington” 
with the MitchellRuff Duo. 


Mina de Lavallade har choreographed production of “A Nidaummer 
Night's Dream" fon the Yale Repertory Theatre, the American Rep- 
ertory Jheatre (ompany at Harvard and Boston's Wilbur Theatre. . 

9n addition to revenal other Yale Repertory works, she ataged the 
Tyrone Guthrie Theatre's production of "A Beggar's Opera” and 
choreographed the world premiere of “Sensemaya” for Arthur Mitchell's 
Dance Theater of Harlem. 
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Her dancing career haa been highlighted by appearances aa guest 
artiat with the San Francisco Ballet, many performances at the 
Delaconte Theatre in (Central Park, and with Arthur Fiedler and the 
Boaton Popa, Benny Goodman at (Carnegie Hall and the €astman Theatre 
in Rochester, and The Bill vans Taio at Yale and in Detwit. With 
the Alvin Ailey American Dance Theater, in hir fall 1979 aeaaon in 
New York (ity, ahe again brought to the atage the classic ballet 
created for her, "A Poatanit of Billie,” based on the Life of ~ 


Billie Holiday. 


Moat recently, her acting credita include-Emilia in the Roundabout — 
Theatre production of “Othello” with ferle Hyman, for which ahe — 
_ neceived an Off-Broadway avard, She else appeared as the wife of 
Willie Loman in the Jainity Square Players production of "Death 

of a Saleaman” in Providence, Rhode Sealand, and has repeated her 
exitically-acclained ale of Jitanta in "A Midsummer Night's Dream" © 
at. the American Repertory Theatae’s Loeb Daama (enter at Haward — 
in (anbrisdge, Massachusetts and at the Wilbur Theatre in Boaton. 
The Boaton production has. been faped for television. 


hiss de Lela cL FD Pa LOPE 
BrechtMeill munical play "Ihe Seven Deadly Sina,” alro at the 
loeb, and ahe will avon be seen ina featured role on the PBS 
Jeleviaion dramatic series "The New Voice.” 
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TESTIMONY OF JEROME ROBBINS 


Mr. Rossins. This statement will be joined by statements of some 
of my colleagues who cannot be here today—Martha Graham, Paul 
Taylor, Merce Cunningham, Arthur Mitchell, Twila Tharp, Lou 
Christiansen, Michael Swoon, and many others. 

Mr. Yates. Their sponsorship to your statement will be noted. 

Mr. Rossins. I was privileged to serve as a member of the 
National Endowment of the Arts during the seventies. I witnessed 
the extraordinary explosion of the arts in America, due essentially 
to the foresight of some brilliant legislation that nurtured this 
development. | 

During that period, the appropriations grew larger and larger 
under successive administrations, whether Republican or Demo- 
crat. 

This economic help was vital, and I hope that as I continue my 
statement you will understand it is all in reference to the NEA and 
its help in developing our dance culture. 

I would also like to say that while I talk about dance, which is 
this panel, if I make very big statements, it is not in contrast to the 
other arts. I hope they will consider it in connection with it. 

The economic help that the NEA gave us was vital. The statistics 
showing the growth of these arts are staggering and are document- 
ed. You have heard a lot of them today and there is a lot in this. 
But just as vital—even more so—was the meaning of that legisla- 
tion which was the recognition by our government of the arts in 
this country and its help to it. That made us all strive harder for 
the best, the ideal, the creative, and every part of American life we 
could represent. 

Our country seems to have excelled in four areas: food produc- 
tion, technological innovation, defense capability, and most of all in 
the flourishing of artistic and creative endeavor. This is particular- 
ly true, and extraordinarily true, of the dance. 

In our brief history of 200 years, what has happened in our 
culture in the dance is remarkable. Sometimes I feel it is not 
recognized in this country. We are recognized to an enormous 
amount all over the world. 

In contrast to what you just heard about the opera, we can 
export our choreographers and our dancers. They want us. They 
recognize what we are about. Not only that, but they invite the 
largest of our companies to perform there. They invite us. We 
aren't sent by the government. They want to see what we are 
doing. 

All of this is in danger by the cutting and withdrawal of funds to 
the NEA. 

The first things that I mentioned—food production and techno- 
logical innovation and defense capability—cost us billions and bil- 
lions of dollars. Government support of the arts is less than one- 
quarter of one-tenth of one percent of the entire Federal budget. I 
think they are getting a hell of a buy. 

The work of American choreographers and dancers has defined 
the 20th Century dance for the entire world. These creative and 
interpretive artists have made our nation the dance capital of the 
world. This has to be recognized. 
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When President Reagan wants us to bolster our world image, he 
must not cut back on the arts. We are recognized, in the dance 
particularly, as the leader. | ; 

We have living and working in the United States today the 
major artists of the 20th Century. Their work has taken root and 
flourished because of a very special environment that allows for 
growth, creative experimentation, and artistic diversity. That envi- 
ronment has been nourished by the NEA. 

In his recent inaugural speech, President Reagan proposed to the 
American people that the nation unite in a new beginning in an 
attempt for the United States to find ways to regain national unity 
and a sense of purpose and world leadership which have been lost 
over the last several decades. I agree. 

Our image as a world leader has slowly eroded over the years, 
but our image as the acknowledged leader in the arts has contin- 
ued and unquestionably grown. | | 

We are the best of American artists, and we are represented that 
way all over the world. 

In dance, artists from all over the world come to work in the 
United States. 

The Administration’s proposed 50 percent cut to the NEA endow- 
ment would be a step toward the destruction in one area where the 
United States is unquestionably a leader in the arts. We have a 
major asset, a national asset, and it must not be allowed to be 
destroyed. 

I would like to turn this over now to the other members of the 
panel. Violette Verdy is co-director of the Boston Ballet. 


TESTIMONY OF VIOLETTE VERDY 


Ms. VerRpy. Thank you very much for the chance to be here 
today. 

Mr. Robbins has said very clearly what it is about the art of 
dance in this country. I had the great honor and privilege of 
working with him and Mr. Balanchine for almost 20 years. 

Since that time, I have been in Europe and with the Boston 
Ballet. Last year we had the chance to be the first American ballet 
company to perform in China. I was able to join them for a few 
days. 

What I saw was enough to confirm the real purpose which can’t 
get lost in any way, I believe, because the art of dance is really 
truly universal. It can communicate to all people everywhere. 

In China, which has enough taste to have turned to American 
dancers before turning itself over to the Soviet teachers and chore- 
ographers, I have been able to see the same miracle accomplished. 

A great deal of cultural exchange was accomplished there, not 
only with the performances but with many lecture demonstrations 
from both sides. There was a wonderful exchange all day long. This 
is the way this particular kind of embassy can best be conducted 
and accomplished. 

When I was in Egypt in 1975 for a brief visit, the Soviet teachers 
were not there any longer either. They were beginning to turn to 
American dancers, choreographers and teachers. 

As for France and the rest of Europe, there is only one force now 
that they recognize in creativity in dance and that is the United 
States artists of the dance. They are the most remarkable. As Mr. 
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Robbins said, they have created this century. But in creating this 
century, they have of course taken care of the next one. 
__ This is something which is so much in demand. In this country it 
is not done in a political way. It is done in its own free, true, 
_ sincere terms of beauty and achievement, of peace, order, and 
harmony. It is not used as a political weapon in any way. It is just 
allowed to be what it is as a flower. 
f Somehow I cannot possibly mourn. I am hoping nothing bad is 
_ going to happen. It seems to me that the momentum is so extraor- 
: dinary that I can’t imagine how we could possibly stop it. It is 
more than a need. It is an affirmation of the best qualities of 
_ people. It is beautiful to see how it is going. 
I would like very much to introduce Senta Driver, who is a very 
brave young woman who has her own company called Hary. 


TESTIMONY OF SENTA DRIVER 


Ms. Driver. I come from another side of the dance field. I come 
from the side that used to be called modern dance. Laura Deane, 
who is a colleague of mine, proposes a new title for the kind of 
work we do which I assent to. She calls it New American Dance. 

We are working on an experimental basis. We are inventing new 
languages. American classical choreographers, two of whom are 
with me today, are recognized around the world for the way in 
which they have brought the classical European vocabulary to a 
new state. We are trying to work on-a different level to make new 
languages possible. 

My company is very small and very young. I represent in some 
way the rising generation. We are a generation that could be lost if 
the cuts have to be so deep. We all recognize as citizens that cuts 
across the board of some kind will be necessary. Reevaluation is 
always necessary. 

If we have to compete with other sides of the field, and I am 
thinking particularly of the service organizations that have meant 
a particularly great deal to my development, we stand in danger of 
creating a situation in which I can be perhaps given money to 
make a piece but there is no place to show it. 

Small companies need assistance in reaching a level of self-help, 
a level of broadly based support. Foundations and corporations are 
not prepared to underwrite a company with a budget of $5,000 a 
year, a company making its first initial steps toward a contribution 
to the field. 

The NEA’s recognition by direct grants has been extremely im- 
portant in this regard, as everyone has said before you today. 

But more than that, I find that I have been taught how to help 
myself. I know I speak for many of us. 

The first thing I did when I left the Paul Taylor Company to try 
and begin my own work was to run across a management course 
funded partly by the NEA and designed to teach people like me 
how to make the best use of our money and how not to think that 
if the NEA wouldn’t support us we had to disappear. 

This was a self-help thing. This gave us a perspective. You can do 
it; you must do it. You cannot depend entirely on the Federal 
Government or any other government or any other source. 

I think that I wasted less time. I think I made more efficient use 
of my resources because there were so many kinds of advice and 
kinds of shared resources available through NEA-funded programs. 
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None of these programs were entirely dependent on the NEA, of 
course. 

I am interested when Benita Valente remarked that she left 
school and thought perhaps she knew a great deal. I was at Ohio 
State University being trained as a dancer about 17 years ago. 
Someone came through on a program to discuss the possible forma- 
tion of a Federal program to fund the arts. They were soliciting 
information and opinions from a variety of people. 

I remember the man said: We cannot pay all of the costs. We 
cannot be the source of funding for you. We propose to start this 
agency to uncover new sources of funding. I knew everything then, 
and I thought: here’s another one. Give us the money yourself. 
What do you mean new sources of funding. Give it direct without 
passing the buck. I was very wrong. 

They have done a brilliant job. The endowment has done a 
tremendously impressive job in uncovering new sources of funding 
and acting as a catalyst, particularly for the first few years of 
anyone’s development. I think the dance program has had an 
equally fine record of uncovering excellence in its early stages and 
showing it how to go to a higher level of development and how to 
take care of itself and how not to be a creation of the government 
and not to be what Mr. Stockman considers a full dependent of the 
government. 

It has not been the case of the NEA being our first resource. The 
NEA has illuminated standards for us of management and develop- 
ment and has helped us find the ways to meet those standards. 

I was a member of the Paul Taylor Company when they did the 
first touring under NEA assistance, the dance touring 
program which has brought into creation an enormous variety of 
sponsors. 

I have had the privilege of dancing in the states of most of these 
people here. 

I saw it at the beginning, and it worked. It worked brilliantly. 
When it took off, it took care of itself. It was never wholly depend- 
ent upon the NEA. 

Let us learn and continue to develop. Let the next generation 
have the same assistance in becoming self-sufficient to the extent 
that it can. 

I introduce Eliot Feld, director of his own ballet company. 

Mr. Yates. Before we meet Mr. Feld, did you dance in Texas too? 

Ms. Driver. Yes, sir. I just returned from Texas with my own 
company. I have danced in my repertory and also under the Taylor 
Company. 

Mr. YatTEs. Did you have audiences in Texas? 

Ms. Driver. Yes, we did. 

Mr. YATES. Where in Texas did you dance? 

Ms. Driver. We danced in Houston at the University of Houston 
and at Denton, Texas. We taught a number of classes in two 
colleges in Dallas. 

The two performance residencies were partially funded by the 
National Endowment. 

That is my second visit to Denton. 

Mr. LoreFFLER. I am sure she did a wonderful job dancing. in 
Texas, but she missed the most beautiful site, San Antonio. 

Ms. Driver. I will immediately tell San Antonio that they have a 
responsibility. 
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Mr. LoEFFLER. Before the end of the day, a gentleman represent- 
ing San Antonio and the arts in San Antonio will be here, and we 
_will all three visit together. 

_ Ms. Driver. If I do not dance in San Antonio, I assure you that 
someone else will. 

Mr. Yates. But not nearly as well. 


TESTIMONY OF ELIOT FELD 


_ Mr. FEtp. Without the endowment, we would not be dancing in 
_ any of these places. I believe that is why we are all here today, for 
_ reasons such as that. 
I believe that the proposed cut of endowment funds by 50 percent 
_ which would be a $5 million reduction in support of dance is a 
calamity to both dance as an industry and as an art. 

The public has been assured that cuts in social programs will 
still provide a safety net to protect those who are truly needy. The 
fact is that dance has never had such a safety net. 

The proposed 50 percent reduction in funding for dance threat- 
ens its basic vitality. 

Perhaps large dance institutions with influential boards of trust- 

_ ees and access to corporations and private foundations will survive 
this cutback. But many smaller companies and individual choreog- 
raphers won't. 

This drastic and unprecedented and, I believe, ill-advised reduc- 
tion in the support of the arts is unfortunately a national policy 

_ that will blunt the cutting edge of dance in America. 

Last week CBS covered the launching of the first of 37 atomic 
submarines. One submarine was 300 feet long, which is the size of 
a football field. It was reported to have cost $1 million a foot. 

Although I may be in over my head in this area, I would like to 
provide this committee with three possibilities, three of many. 

One, if one of these submarines was only 295 feet long, the 
support for dance could remain at its present level. 

My second suggestion is that if five of these submarines were 
reduced by one foot to 299 feet each, support for dance could 
remain at its present level. 

My third suggestion is that if all 37 submarines were reduced by 
one and one-half inches to 299 feet, 10.5 inches each, support for 
dance could remain at its present level. 

Mr. LOEFFLER. This is strictly in glee as well, but if you would 
join the Navy, you could dance all over the world for nothing. 

Mr. FE.p. I am not going to improvise at this point. 

I suggest these as only three of many possibilities. I am con- 
vinced that a submarine fleet of 133,200 inches, as compared to a 
fleet of 133,140 inches would hardly be noticeable, since it is my 
experience that objects appear larger when submerged in water. 

The point of all this is that what we are asking for can be 
measured in inches. 

Thank you. 

I would like to introduce Carmen deLavellade, a wonderful 
dancer, singer, actress, and person. 


TESTIMONY OF CARMEN DELAVELLADE 


_ Ms. pELAVELLADE. I can’t follow that. That’s pretty hard. . 
As I sat here listening to each discipline, I have been a part of 
each of those disciplines. I have guested with the Metropolitan 
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Opera, the New York City Opera, and been a member of the Yale © 
Repertory Theater for over 13 years. 1 am now a member of the ~ 
new Repertory Theater in Boston, the American Repertory The- 
ater. I have been a part of the theater in Hartford, Connecticut. I — 
have danced with every company there is to dance with, classical, — 
American ballet, theater, city opera, and PBS. wie = 

I realize I may be one of the few who has seen the benefit and ~ 
felt the benefit. I don’t want to go through all my credits because ~ 
they are too long. | > 

I realized in my kitchen one day, trying to figure all this out, — 
that we generate a lot of business. I am talking about business and 
industry. We are not just an amusement. Most people think of it as’ 
amusement or a pretty bauble. Viste 

But there is business in industry to take into consideration. Let 
me give you some figures. : 

There are 400 dance companies in more than 100 communities 
across the country. They have budgets totaling just under $90 
million. In 1980, 40 million Americans paid $200 million to see a 
live dance performance. Ve Sue & 

It is very hard to see dance on television, by the way. You don’t 
get the perspective or the feeling from it. It is estimated that dance © 
companies generate $320 million per year in the form of local 
business volume and $105 million per year in local audience spend- 
ing, exclusive of ticket prices in their home cities. a 

In cities through which they tour, which I am afraid a lot of 
dancers have as their main bread—touring—dance companies gen- 
erate an excess of $125 million per year in business volume. To me 
that is good business. 

We as artists are energy. It is like solar energy. The more that 
that energy puts out. We are a contained kind of energy. We have 
it; it is always there. It will never die out. It is one of those 
continual things like the sun. 

As that energy gives out, it also gives on this hand jobs to people 
because we need certain things in order to get on the stage. It is 
very hard tromping around in the park. 

We give jobs. These people depend on us as we depend on them 
in order to give ourselves to an audience. So there is a big juggling 
thing going on here. 

The less we can put our energy out, the less these people work. 

There have been industries and businesses that have developed 
because we are here; because of our bodies or our voices or our 
musicianship or whatever. You know the stage designers. There is 
Ming Cho Lee. I have worked with him before. I have been around; 
I have even helped with costuming. I have had to help do my own 
costuming in my repertory companies. I have had to be a part of 
all of that underneath and doing the dirty work to. But there are 
people who must do that for us. 

Therefore, when we are cut in half, they are in a way cut in half. 

I had a rather frightening experience recently when I was visit- 
ing in Hollywood and went to see about another gig, so to speak. It 
was a time when the actors were on strike. I visited a 20th Century 
Fox agent there. 

It was a sad experience because there were no cars in the streets. 
Nobody was in the offices; just skeleton crews. There was no activi- 
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_ty. The Commissary had closed down. Nobody was working. It was 
_ sad; there was fright in people’s eyes. The actors that I know were 
_ wandering around and not knowing what to do, where to go, and 


what was going to happen. Businesses closed by the tenfold. Some, 


_ I don’t think, the little shops and what not, have come back yet. 


So you see it is not just entertainment. It can generate. 

So we are unique beings that have the capacity to generate a 
certain kind of energy like a fuel that can be used by other people, 
not only as a spiritual food but as actual food and money in the 
pocket. 

Many times we don’t get that much in our salaries. 

As I sit here, I realize that I have been in the theater for 31 

years. The whole of the 31 years has been spent in the non-profit 
theater the whole of my time. 
_l am not a superstar. I can’t demand a great salary. My growth 
has been in the non-profit. Being a minority, it is very hard some- 
times in the commercial field to be viable. I am sorry to say it, but 
it is true. . 

These organizations and these people and this money that the 
NEA has helped with these companies, every company I have 
worked in—has been a company helped by the NEA. 

‘ do not have a job now. That means I have to wait for another 
job. 

A reference was made to the Elephant God that energy pouring 
in and out. I had a very personal experience when I danced with 
the Boston Pops with Mr. Fiedler conducting. It was a piece called 
the Creation by James Weldon Johnson. In the mail I received a 
letter from a woman. Her name was Adelle Pilot. I don’t know 
where she was from; she did not leave her address or anything. I 
couldn’t even see where it was from because the mail was a bit 
damaged. 

The idea of it was there was this elderly woman sitting in a room 
by herself. She happened to turn on a television. She happened to 
turn it on when I was performing. She said as she sat there 
watching, she became young and supple and she became me. Little 
did I know that I became her, which means that there is the 
experience in a nutshell of what the Elephant God is about—about 
generating energy—of giving. 

Thank you. 

Mr. Yates. Mr. Robbins? 

Mr. Rossins. I would just like to augment Mr. Feld’s statement 
that he thought that the larger companies would be able to survive 
if there were cuts. 

Right now playing in Washington is one of the largest companies 
in America—the American Ballet Theater. It has just finished a 17- 
week tour before it goes on to New York. I was speaking with one 
of the directors last night who assured me that if there was a 50 
percent cut, they would not be able to do their tours. 

It isn’t that the government pays for the whole tour or that the 
subsidy pays for the whole tour. But the program, which is one of 
the most astonishing programs of NEA, which is the dance pro- 
gram, has helped provide for those tours to happen. 

I have danced in San Antonio and that was way back in the 
forties sometime when touring was possible because of the econom- 
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ics. We toured all over the United States. For awhile I thought we | 


were writing Sol Hurok’s name on the map. 


But now that can’t be done unless there is some Federal support | 


to make this happen. 
Mr. Yates. Mr. AuCoin? 
Mr. AuCorn. Thank you, Mr. Chairman. 


After listening to each of the panels today, I feel moved to make | 


an observation or two with regard to what I hope the record by 
now surely shows. : 


I am mindful of the record, as I know you are, Mr. Chairman, — 


because it is on the strength of this record that we will have to sell 
the House of Representatives on whatever recommendation we 
arrive at. I believe that recommendation will be one that will b 
more generous than the budget recommendation. . 
I hope the record will show for anyone who takes the time to 
read it that if one really wants to make the arts something which 
is a point of pleasure for the elites, the surest way to do it is to cut 


back on funding for the endowment. It will make it harder to 


reach. 

Though those cuts may make it difficult for larger companies— 
and I think those cuts would—I think the record we have built 
here clearly shows that for the srnallest of the communities around 
the country, the smallest of the experimental projects—the ones 
that show and develop creativity in new generations of artists—are 
going to be hurt most of all. 

I would hope that our colleagues will read the record closely 
enough to realize that we are not talking about a jobs bill here for 
artists. That is not what this is. We are not talking about here of 
the question of budgeting funds to subsidize somebody’s Saturday 
night entertainment. What we are talking about here is providing 
an investment of funding for self identity on the part of persons 
who witness this treasure that we have and have seen displayed 
before this committee. We are subsidizing and providing an invest- 
ment in the communication of ideas, because fundamentally these 
people are communicating ideas. In the last analysis, we are 
making an investment in human development. That is what we are 
talane about—not entertainment in the simplest sense of the 
word. | 

Mr. Yates. National development. 

Mr. AuCorn. Indeed. 

I just hope that this record will be seen by our colleagues, be- 
cause I think it has been a phenomenal one. I compliment this 
panel, as I do all preceding ones. 

Mr. Yates. Mr. Loeffler? 

Mr. LoEFFLER. Thank you, Mr. Chairman. 

I have observed the testimony today with a great deal of support 
in what you as the finest performers in the world have brought to 
our nation and what you give to us now and what we will pass on 
together to those generations we don’t know about. 

I appreciate your abilities. I also appreciate your performance 
today, because it has been extraordinary and very well-done. You 
certainly put everything into your profession what your life can 
give. At the same time, so do I, and so does the Chairman and so 
does the gentleman from Oregon and so do all other Americans 
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who really care about doing something better for themselves and 
_ their country. You have truly exhibited that today. 


_ But now I would like to ask a question that hasn’t been asked all 
day. Perhaps it is unfair to just levy it to one part of our panel, but 
I think you can speak in behalf of everyone that you represent as a 
professional. 

_ The figures we have available to the committee indicate that the 
NEA funds represent approximately 5 percent of the budget that it 
takes to operate in the performing world. How does a representa- 
tive go before the full committee, before the Floor of the House, 
before the Senate, to the President, and to the American people 
and explain that if—and that’s not saying it will occur—the Presi- 
dent's proposal of reducing this amount of money by 50 percent, 
which just reduces 2.5 percent of your budget on an annual basis, 
demolishes an ability for America to experience the truest and 
finest cultural benefits in the world, how do you explain that? 

I think it is time that one becomes an advocate for a moment, 
because truly you have been prepared for your presentation and 
your life is given to the finest performance in the world—for that 
of which we are all very proud. 

Mr. Rossins. I think that in all the documentation you have, 
that 2.5 percent is vital and essential to all of it. All you have to do 
is go back to what was happening in America in the arts before 
that 5 percent was happening and compare those figures. You have 
heard it repeated time and time again by all the disciplines of the 
differences before the NEA and the differences after. 

The 5 percent does not just represent money. 

Mr. LOEFFLER. But we are seeing a reduction in 25 percent of the 
real dollars available for you from the Federal Government since 
1975, an increase in 400 percent of the moneys available to you 
from the corporate sector; 100 percent increase from individuals 
throughout the country who are interested; and certainly from me 
as an individual. I have learned to appreciate it and to become 
involved. 

Frankly, I don’t have a great deal of financial resources that I 
can contribute money. But I would expend an enormous amount of 
energy to associate myself with each and every one of the aspects 
of your profession which have been before us today to assist you in 
raising money from the private sector. 

I think I could do a good job. A number of us could do a good job. 
We could meet over the course of this country the additional re- 
quests in money that, for instance, would be taken away if the 
President’s program is accomplished. I think it can be done. 

I have been through fund raising. All of us in the political life 
have been. I will assure you that it is much more difficult for me to 
raise money for myself as a politician than it would be for me to 
raise money for you in the performing arts for our nation. 

I in no way want to be antagonistic. I am very sympathetic to 
what you do. Now we are talking about the real world out there— 
those people who will witness this testimony on camera. Give us an 
answer. 

Mr. Fexp. I don’t think there is any question that we will sur- 
vive. We are survivors. If your 5 percent went away entirely, there 
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would be those of us who would survive. Some would go away, but 
some wouldn’t. : 

I think what we are talking about clearly is that some work 
would cease to exist. In many other areas, we are talking about 
incremental cuts that would happen. For instance, I was in San 
Antonio last year. If there was a dance touring program cut, I 
wouldn’t be in San Antonio and Jerry wouldn’t be there now as he 
was in 1940 or whatever. 

Mr. Loerruer. If San Antonio wants you, I would be there to 
help. 7 

Mr. Fe_p. You may be in San Antonio and not somewhere else. 

Mr. LOEFFLER. If you ask me, I will. 

Mr. FEexp. I just think that it would be incremental. : 

I think it has been reiterated through all of the panels where 
those cuts would fall. | 

Mr. LoEeFFLER. Would you agree with me that as we look at a 
national problem which everyone has expressed they understand — 
and are willing to do a fair share to reach a balanced budget, © 
which is so essential for the curb on inflation, which affects us all, 
that we could do perhaps a better job in meeting the needs of the 
additional financial backup you need that is now provided by NEA 
than we could for other areas of domestic expenditures which will 
have to be reduced—that is, in the size of their growth. Isn’t this 
an area where we could all work together and perhaps overcome 
some of the problems financially that we could not overcome in 
other segments of the public involvement in the domestic equation 
within our nation? . 

Mr. FE Lp. I don’t really know that that is true. But as I am naive 
in matters military and submarines, I think that experience has 
shown to all of us who have been involved in fund-raising and the 
arts that just to maintain our present level of support is more than 
a full day’s work for each and every one of us. 

Mr. Yates. There is more involved in this debate than a pure 
diminution of funds. 

I think that what is implicit in this hearing on a 50 percent 
reduction this year is the question of whether or not the govern- 
ment will continue to support the arts on any level. 

I have the feeling, and perhaps it is wrong and perhaps the 
Administration will by statements correct it, that this is the first 
step toward eliminating Government support of the arts. The state- 
ments that have been made by the President and by Mr. Stockman 
indicate that they do not believe that this is a proper governmental 
function. That this is the proper function for the business commu- 
nity, and that to the extent the business community is willing and 
succeeds in accumulating the funds to carry on the arts, as has 
been the case throughout history, to the extent that business, if 
that is going to be the determining quality, continues to perform 
the arts to the extent that the arts need subsidization. Then they 
will continue to flourish as the result of what business will give. 

If my interpretation of what the attitude of the Administration 
is, it is much more than a 50 percent cut. I don’t happen to favor a 
50 percent cut. I think it is too drastic. 

But the fundamental question that I think we have to pass on 
right now is: will there continue to be Government funding of the 


877. 


arts on any level. The President has said 50 percent at this point. 
Yet Mr. Stockman has said that this is among his lowest priorities. 
_ The President has said that more money is raised by voluntary 
_ contribution for all the activities of arts and culture in this country 
_ than in any other country of the world, accumulatively. 

___ I get the impression from that that the President thinks that the 
_ burden of supporting the arts can be done by the private sector. 
But I think it is much more than that which is involved here. I 
_ think much more than that is the recognition of the arts as a part 
_ of our way of life in the community of the United States. 

That, I think, is what is present here. I think we originally 
passed on that point during the early sixties when commissions 
went all through the country and explored whether or not there 
ought to be government support for the arts as a part of the 
American way of life. 

We are being tested on that again, in my opinion. We are being 
tested on the question as to whether the Congress really wants to 
continue to support the arts. 

The imprimatur that the witnesses talked about—the fact that 
they had NEA funding which gives them the opportunity to go out 
to the business community and receive additional funds—will be 
present, even though it may be cut 50 percent, although I have 
some more to comment on that a little later. 

Then what will Mr. Stockman do next year—what will the Ad- 
ministration do next year—when Mr. Stockman says he has to find 
$100 million. Can the arts then escape it? No. 

The fundamental question is: What is the position and place of 
the arts in America today? 

Unfortunately, last year, you didn’t have the opportunity to hear 
one of the witnesses who came in from Nebraska. His name was 
Wally Richardson. He was a lawyer. He appeared in support of the 
arts. He told the committee he was a Republican; that he was 
appearing in a non-partisan way. That’s the way I want to keep it 
too—in a non-partisan way—because that is the way it has been 
kept ever since its origin. The arts have had bipartisan support 
from congressmen and from senators up to this point, and I hope it 
continues. 

Mr. Loerr ter. I think there is no question about that. 

Mr. Yates. I hope you are right. 

Mr. Richardson pointed something out. I said: Would you have 
anything besides football in Nebraska, because the Nebraska foot- 
ball teams have been on every television screen in the country for 
years. He said: We have, indeed, Mr. Chairman. We have an artis- 
Pee cmnunity in Nebraska. It is famous for corn and football and 
so forth. 

He pointed out the little town of Dunning in Nebraska of 800 
people where the farmers were willing to come together and raise 
money and to have a stopover, I think, for the dance theater of 
Harlem that was coming back from the coast and coming east. 
They were willing to raise that money on an NEA-supported tour. 
They were willing to stop off there. He was able to raise that 
money. 

In this little town of 800, they came from all around and watched 
this theater company perform. I don’t think they will be able to 
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stop in Dunning if the cut Bote through, but that is secondary to ; 
my mind. 

If I am wrong, and I hope I am wrong, in my interpretation of 
what the President’s statements mean and what Mr. Stockman’s © 


statements mean, that is fine. Then it is a question of finding an ~ 


appropriate level of funding for the arts of this country, and they : 
will continue to be funded. q 
- But if, as I suspect, this is the first step for trying to allocate 
funding to other activities of government which are considered to ~ 
be the primary, the essential, and the necessary activities of Gov- : 
ernment, then I think we have to meet it on that basis. 

I sense that perhaps you join me in wanting to continue Govern- 
ment support for the arts. 

Mr. LorFF Ler. I will not just give an outright carte blanche yes. J 
will say to you that, as I have indicated during the course of my 
exchange with our witnesses, do everything within my DOWEE to 
make certain that our arts are not left out. 

Mr. Yates. Left out of Government funding? | 

Mr. LorFFLER. Whatever sources of money are necessary so that 
they can perform. Today we must look at the overall aspects of 
reduced growth and Federal spending. 

Mr. Yates. Then I suspect that my interpretation is correct. 

Mr. LOEFFLER. No, let me finish. 

The Chairman is a man for whom I have a great deal of respect. 

I am just saying, as I was asking the question before, when we 
must go home and explain to our constituencies and our ‘colleagues 
in the House and Senate, we have to answer some tough questions. 
Those questions I posed. The answers were given to the very best of 
their ability. 

When you speak of the 50 percent proposed reduction, I would 
like to go back and say what would be a fair amount of reduction 
in the eyes of the professionals here today with respect to NEA if 
this program should remain status quo. Is it one that should go up; 
should it go down 10 or 50 percent. I think we really got the 
message on the 50 percent today. 

Mr. YATES. Our discussion is an important one. Unfortunately, I 
didn’t continue with Mr. Wally Richardson to say that he came to 
speak for NEA support because it was important for him to know 
that NEA’s funding was present when he went to talk to his 
banker in one of the suburbs of his town in Nebraska. 

The banker would say: Is the Federal Government supporting 
the arts again. And he would say yes, they are. The banker said 
okay, I am willing to support you. 

Then when he talked to his state senator for an appropriation 
from the state to the arts, the state senator wanted to know wheth- 
er the Federal Government was continuing to support the arts. He 
would say, yes, they are. 

So he then came to Washington to tell us of his experiences with 
the banker and with the senator and to express the hope that the 
NEA funds wouldn’t be cut to the point where he was going to be 
shown not to have known what he was talking about when he told 
them the Federal Government was going to continue to support the 
arts. 
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This is happening in Dunning, Nebraska, a town of 800 people. It 
is happening also all over the country. 

A Sunday morning program on CBS was a program from Jack- 
son, Mississippi. I had never been in Jackson, Mississippi. Dora 
Welty came on the program and talked about the place of arts in 
Jackson, Mississippi, and how it had transfigured and enhanced 
the quality of life in this little town in Mississippi. 
_ Well, I am making the speech to the witness. 
__ Mr. Loerrter. I might just conclude our exchange by saying that 
Iam wed to the arts. There is no question about that. 
_ Mr. Yates. I hope the arts stay wed to you. 
_ Mr. Yates. Mr. Loeffler first and then Mr. AuCoin. 
Mr. LoEFFLer. I might just conclude our exchange by saying I am 
wed to the arts, there is no question about it. 
Mr. Yates. Well, I hope the arts stay wed to you. 
‘Mr. Loerrter. I am not necessarily wed to the fact and I can be 
convinced. I might just say that I am not wed to the fact that the 
Government is necessary for the arts. If we can do it otherwise, 
fine, but as far as the arts, the arts have my support and they 
always will. 
Mr. YATEs. Good. 
Mr. AuCorn. Mr. Chairman, I don’t want to make World War III 
in the colloquy between the Chairman and my friend the gentle- 
man from Texas and myself but at the risk of prolonging this I 
would have to make the remark that the gentleman from Texas is 
right, each of us does have to go back to his or her industry to 
defend the kinds of spending we are willing to approve or disap- 
prove in this session of Congress and it is time that everyone 
understands that we have to reduce Federal spending. That is not 
to be disputed at all. It seems to me, however, as we answer these 
questions from our constitutents if we are prepared to say no to 
this kind of spending after having read the record that has been 
repeatedly established here, if we are willing to say no to this kind 
of funding, then I think we also ought to be prepared to answer the 
questions that our constituent should pose to us as to why we are 
“doing nothing to ending the kind of funding that goes into the 

celebration of life which is what we are talking about here but the 

brutalization of human life which you find in the form of resurge 
“on chemical and biological weaponry today, nerve gas research, 
those kinds of things that I think really bring out the worst of 
human nature and deal with the worst of human nature. We ought 
to be prepared to do that. Frankly, I have the solution. I think 
what we ought to do is to follow the gentleman’s suggestion and in 
turn that kind of research over to private philanthropy. 

Mr. Yates. Well, time is a precious commodity here today and 
there are people in the audience who still are waiting to testify and 
we have to surrender this room in ten minutes and go to another 
place where all of us cannot get into the room, it is much too 
small, and I apologize for that. Nevertheless, I will permit you to 
have the final word for this panel. 

Did you want to say something, Mr. Robbins? Will you yield to 
Miss deLavellade? 

Ms. DELAVELLADE. No, I will yield to Mr. Robbins. 
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Mr. Rossins. I think the question that was raised applies to all — 
the panels that testified here today and I really feel that there has 
to be a response to it from some of the other people who testified © 
and not just from the dance people. ; 

Mr. Yates. Let me say I am sure that some of those panelists’ 
have left and I am sure that the testimony they have given has — 
been conditioned in measure on the amount of time that has been > 
available to them so the committee would welcome any additions © 
in writing that they want to make and those statements will | 
become a part of the record. I assume that there may be some in ~ 
the audience who testified before and I will ask whether they want 
to expand on their previous testimony. 

Mr. Rossins. That particular question was put to us. 

Mr. YATES. That is correct. 

Did you want to say something? | 

Ms. DELAVELLADE. Well, just for a moment. I had the pleasure of 
working with the dance theater of Harlem and with Eliot’s compa- ~ 
ny teaching youngsters. I don’t know if anybody has been to Ar-— 
thur’s school or Eliot’s school. This has been the help that they 
have gotten from the NEA to see those young people who are off 
the street. We are not complaining about the young people and 
what to do with them, we are complaining about the crime and the 
writing on the walls. These young people, Arthur opened the doors 
and just left them opened and the youngsters wandering in the 
streets stopped to look in and he drew them in off the streets. most 
of his company. Now he has an enormous school with youngsters, 
babies, and so has Eliot and I have taught them and have seen the 
schools and I think it would be very nice maybe if someone would 
go and look into these schools and exactly how important it is to 
have a school. 

Mr. Yates. The question that Mr. Loeffler is posing though, and 
I hesitate to put my words in his mouth, he is saying, yes, that is a 
necessary activity, he supports that kind of activity, he thinks it 
can be done through private sources as well as through Govern- 
ment sources if I understand his attitude. 

Mr. LOEFFLER. Can it be. 

Mr. Yates. That is right. That is the issue that is being drawn 
here today. 

Ms. DELAVELLADE. Did I hear then correctly the two gentlemen 
in the beginning say they would have trouble funding Mr. Block, 
that that was their problem? 

Mr. Yates. No, that is part of the record. That is the testimony. I 
don’t know that Mr. Loeffler was here when the executive was 
here who said they could not make up the difference. That is one of 
the things we will have to consider and you are absolutely right to 
be calling it to our attention. 

We thank the panel. We are going to excuse you. 

Mr. Feup. Thank you. 

Mr. Yates. I think what we ought to do now is permit the 
committee to have its room back. We will assemble again at a 
quarter after two in room B-308. 
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[Whereupon, the committee recessed. ] 
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WITNESS 


BILLY TAYLOR, JAZZ MUSICIAN 


Mr. Yates. Again I must apologize to the witnesses. There are 
commitments to catch planes. One of the witnesses has to leave, his 
name is Billy Taylor and I promised him he could be on the two 
fifteen plane. 

Come on over here, Mr. Taylor. Of course I should give you your 
‘ proper introduction as one of the great jazz pianists in the country. 
3 I know he is good but I don’t know all the others so I will just 
i introduce him as one of the great ones. 

Mr. Taylor, the court reporter is waiting breathlessly to hear 
what you have to say as well as the rest of us. 

a Mr. Taytor. Thank you very much. 

I appreciate, as other panelists have said, the opportunity to 
speak with you because one of the things that concerned me all 
morning long is the fact that the individual was not in the equa- 
tion that I was listening to. Much of what was said about the dance 
program could be said about the jazz program except for the fact 
that the jazz program is much newer and not as far down the road 
as the dance touring program. __ 

These aspects of NEA’s established networks have been tremen- 
dously supportive of the arts in general. As a council member one 
of the things that I found in traveling all around the country was 
that the NEA had established networks of support like the dance 
touring company and artists and education and so forth which 
were really working and anyone could pick any particular Govern- 
ment program and find something that is wrong with it. If you look 
at the record as established by those particular programs, I think 
that especially in the dance program that was outlined there is 
much to be said about how much dancers made prior to the exist- 
ence of that program and what they make now. 

I have been shocked to find that individual artists, dancers in 
this particular case, some that I worked with very recently with 
the Rachel Lambert Company, a couple of the dancers told me that 
they made less than $2500 as dancers. Well, that is shocking con- 
sidering their talent and the remarkable amount of time and effort 
and training that they have put into their art. It is like a three- 
legged stool, I believe. 

The money that comes from Government liberates other kinds of 
money. The Government support is just one of the three legs, the 
private sector obviously is one of the others and the possibility of 
money which is earned by the organization is the third. Without 
that Government support the other two just don’t exist and the 
stool obviously falls down. That would be disastrous to especially 
emerging groups. 

I speak particularly of the kind of organization that I have. I am 
president of Jazz Mobile in New York and we provide jobs for over 
a thousand people. Jazz Mobile is an organization which is a jazz 
organization. We started with a $10,000 grant from a beer company 
and began to give free summer concerts featuring the greatest jazz 
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artists around, Duke Ellington, Count Basie, Dizzy Gillespie and 
many others. : 

Now what we were able to provide was an artistic experience 
unlike any that were being provided anywhere and outreach is 
what we are about, it is not something that we would cut out. If 
that is cut out, we are out of business. We are about outreach. We 
perform over a hundred summer concerts in a lot of different 
venues—city streets, parks, malls and other kinds of outdoor 
places. We do that in about 10 cities around the country. We do 25 
or more lecture demonstrations in selected schools around the New 
York area and we have an Artist in the Schools Program that 
serves over a thousand students on a daily basis.. 

Now all of these programs are done with some help from the 
NEA and they are based on NEA concepts in terms of what the 
artist can do and the fact that the NEA has demonstrated that 
artist do this very effectively. We don’t replace teachers, we don’t 
replace anyone else, we create new jobs and we create a new 
consciousness for the kind of music that we are playing. We are as 
serious about the kind of music that we do as Maurice Abravanel — 
and anyone else who is in another field. | 

Mr. Yates. I am sure you are. I should not interrupt you but I 
must because one of the articles that appeared in the press over 
the weekend in opposition to continued funding for NEA said that 
the only really native American music came from the jazz that was 
born in New Orleans and said that King Oliver was able to do it 
and some of his musicians and were able to do it without any help 
from the NEA. This gave birth to the great jazz movement in this 
country and they said the conclusion one should draw from that, I 
suppose, is if King Oliver didn’t have help from the NEA then jazz 
reached the heights that it has since that time, why then should — 
there be Government funding. . 

Mr. Taytor. King Oliver didn’t have the help because it didn’t 
exist, and several things are wrong with that. Number one, jazz did 
not originate in New Orleans, it was born all over the South. I 
consider it America’s classical music because it takes all of the 
aspects of our culture and puts them into a musical perspective 
which is unique to our culture and though it was created by black 
people it does include all the races which make up the fabric of our 
culture. 

Now the one thing about jazz is that it is taught in Budapest, it 
is taught in Germany, many of the places we talked about earlier 
and other things. We don’t teach it to the same extent in many of 
our schools here. I was about to say something about Mr. Abra- 
vanel who I have great respect for because of what he did with the 
symphony orchestra and who commissioned me for the first large 
work that I had ever done to perform with the Utah Symphony so I 
played a jazz work on the same program with Marlene Barta. It is 
this kind of possibility that happens because of the NEA. He never 
would have heard of me had I not been a council member at the 
same time that he happened to be one so it was fortunate for me 
though quite accidental. 

The idea of doing this kind of thing is what Jazz Mobile does on 
a regular basis and for which we get considerable support from the 
NEA, we and many other groups like ours. We have been con- 
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cerned. I made a reverend and passioned plea to the NEA about 


F the support of jazz as a part of their normal support. Jazz has come 


very lately into the funding pattern so when you cut the entire 
NEA funding, if you cut it, then we would be one of the first people 
to suffer and suffer severely even though we are a native American 
art form because the funding patterns are already established for 


symphony orchestras, already established for opera and for others 


to a greater extent than they are to jazz. 
_ Mr. Yates. What about the question of private support in the 
event Government support was not present? 
Mr. Taytor. It is much more difficult for a jazz musician to go to 

a cigarette company or go to a beer company or go to any particu- 
lar place though they do support us to a great extent to the best of 
their ability; everyone is going to them. I don’t have to tell anyone 
in political life about the realities of fund raising. If you go in with 
strength, then you certainly come by with bigger bucks than if you 
do not. Jazz does not have that kind of strength in comparison to a 
symphony orchestra or to better established organizations. 

Jazz Mobile is probably the best known and the largest organiza- 


tion of its kind. We were one of 15 organizations in the country to 


receive a challenged grant, an institutional grant, from the expan- 
sion arts program and we are very proud of it because what that 
did for the first time in our 17 year existence—we are older than 
the NEA—we were able to go to people and say, look, we have this 
potential of a 3 to 1 match and really come up with the kind of 
money that we could never raise in the past. So having started at a 
budget of $10,000 a year and here 17 years later we are budgeted at 
$1.2 million, that is a lot of growth for us but we really feel that we 
are just on the threshold of doing what we possibly can. We desver- 
ately need the help of the NEA because of the kinds of jobs that we 
create. 

I really would like to deviate for one moment. I was speaking 
with Mr. Loeffler about what happens at a concert. Saturday night 
I played the piece that Mr. Abravanel commissioned with the 
Kansas City Philharmonic. Now that event was advertised in the 
newspapers, radio, television. Somebody spent money for that so 
that is money that went into taxes. Now handbills, placards, print- 
ed programs, I had to get there with my trio so I had to buy 
airplane tickets, skycaps were tipped, lots of money changed hands. 
We ate out. Then there were the stage hands, the ushers, the light 
and sound people. The piano was rented, it was tuned. The orches- 
tra, 100 people were hired for that particular engagement which 
they had been on strike and they probably would not have done 
that had I not been available to play that particular concert. There 
was music which was arranged for that particular occasion and the 
audience that came to it spent a night out which meant that they 
went to a restaurant possibly, they had a baby sitter, they parked 
the car. So all of this money exchange took place because that one 
concert took place, and that is only one of thousands that take 
place all over the country. 

Mr. Yates. How was the music? 

Mr. Taytor. Pretty good. It is a good orchestra. I have been there 
and it is a good orchestra. We played with the San Antonio Sym- 
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phony about two years ago. I was not too thrilled with the place 
where we played but the orchestra was great. 

The idea of this kind of support though as it relates to jazz, not 
just to our organization but what it does for an individual artist, is 
one of the points that I am trying to make. The individual does not 
have an opportunity to go to the sources that the organization has 
to go to. The NEA has made it possible through many of its 
programs for individuals to be serviced so that there are possibili- 
ties for an individual to get a composer’s grant or to get some kind 
of grant that would help him or her further develop. What is 
important is not that the person necsssarily picks up a pen and 
writes something but that person eats and that person does not 
have to worry about the ordinary, mundane aspects of living, so 
that that person can create the kinds of things that we want to 
share with the world. 

I have been extremely fortunate in all the years that I have been 
a professional, 35 years, like King Oliver I had gotten a grant and I 
have done all kinds of work mostly in my own field. Much of what 
I have done is in the commercial sector and so I must tell you that 
the commercial sector will not—and I repeat, it will not—pick up 
the kind of activity that many of the people that are speaking to 
you today are involved in because it does not suit their purposes. 
Much of it may be considered controversial, it may be considered 
even though it may not be, it is too much of a chance for the 
commercial attitude. 

Just take recordings, if you will. Recordings, there is a backlog of 
recordings that sell only in Europe and Japan especially in jazz 
because they sell for enormous amounts of money, they are not 
even available in this country. If the jazz musicians who depend on 
recordings to get their music around and in the consciousness of 
people depended on the music business, we would all starve. If we 
don’t go to Europe and play the festivals, if we don’t play the few 
festivals that exist in this country, we don’t perform live for the 
American audiences. The festivals that do exist, most of them exist 
because of the possibility of getting grants from the NEA. 

I have covered much more territory than I intended to but I 
appreciate your listening. 

Mr. Yates. Thank you for some very good testimony. 

Mr. Loeffler. Do you have any questions? 

Mr. LoEFFLER. No questions, Mr. Chairman. 

Mr. YaTEs. Thanks, Billy. I appreciate it. 
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_ Mr. Harris. I would like to say a few things if I might. 
First, let me say, Mr. Chairman, as you know, generating accu- 
_ rate facts happens to be my professional business. 

Mr. YATES. Politicians are very much aware of that. 

Mr. Harris. I was enlisted on behalf of the arts quite a long time 
‘ago by one of the former heads of the National Endowment, Miss 
_ Nancy Hanks, who hoped that one day I might be able to bring 
some of the discipline of fact rather than fancy to the realm of the 
arts. I can’t claim that I have done that but I must say that we 
have come up with some rather interesting numbers and I think a 
a of those I would like to reiterate and state pretty bluntly here 
today. 

First, I think the way this whole proposed cut in the budget for 
the arts has emerged, there is an impression that somehow the arts 
have begun to be taken over in this country by Federal funding 
especially through the National Endowment for the Arts. 

Let me say in a data banking study which we finished in 1979 
and ends as of the records, we went in with Peat, Marwick & 
Mitchel and examined the books of a large cross section of institu- 
tions. I believe the whole study cost about $600,000 to do because 
we went in with a professional accounting firm to examine the 
books and cross section big and large of the institutions and the 
arts and we found out definitively I think for the first time, I am 
sorry to say probably the only time, in fact a lot of the arts 
organizations—I will say this bluntly—we had to audit their books 
for them, the smaller ones particularly, but at the end of the day 
what we found was this: that in the case of the performing arts 60 
percent of their revenues are derived from earned income, 26 per- 
cent from the private sector and that includes, I might say, in this 
descending order, individuals are the largest contributors, founda- 
tions are the next largest. and the smallest, believe it or not, are 
corporations. 

Mr. LorEFFuer. Run through those figures again, please. 

Mr. Harris. Sir? 

Mr. Yates. Would you repeat them? 

Mr. Harris. Yes. Sixty percent of all performing arts institutions 
have their income derived from earned income, 26 percent from the 
private sector and 14 percent from the Government sector. 

Now what this means, and let me say, Mr. Chairman, I made 
most of my living working for large corporations—— 

Mr. Yates. May I interrupt again. I think you left out the 
distribution of income from corporations and individuals. 

Mr. Harris. The largest are individual contributions, second are 
foundations and third are corporations. 

Mr. YATES. What percentages did you say? 

Mr. Harris. I don’t have these here and I don’t want to do it 
from memory. 

Mr. YArTss. Put it in the record. 

[COMMITTEE NOTE.—The information was not provided. |] 

Mr. Harris. I can tell you what is the case. I make my living by 
doing work for large corporations and I want to tell you, Mr. 
Chairman, I have gone to many gatherings of business people and 
said to them, now you think that people in the arts are ne’er-do- 
well, people in the arts don’t know anything about how to earn a 
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living, they always seem to be alms beggars and have been pension- 
ers seeking somehow help. The fact of the matter is, and this I can 
document and I would like to reiterate it here today, is that the 
arts themselves, the people managing the arts themselves, are 
obtaining from earned income today 12 times the amount of money 
coming from corporations so it is the corporations that have to do 
catch-up in the arts. The arts people are doing rather nobly to be 
obtaining the amount of earned income that they have been able to 
do. ; 

Second, one of the ways in which the arts have been able to do 
this, and we did this in this study as well, is to take it out of the 
hide not only of the artist but most particularly the most unsung 
heroes are those who are the administrators of arts organizations 
and those who are the artistic directors of arts organizations. They 
earn $13,250 and $13,250 is the median income that they have. 
When you take their educational background, the masters degrees, 
the Ph. D.s and the training they have had for their jobs, and you 
compare it with another very underpaid part of the spectrum, the 
economy, college professors, you find that the average college pro- 
fessor with exactly the same qualifications makes exactly more 
than double, $27,000 income a year. If you just take the gap be- 
tween the $13,250 that is the average income for administrative 
and arts directors in arts institutions and the $27,000 the compara- 
ble professor or associate professor or assistant professor is receiv- 
ing, you know that the contribution out of the hide of the people 
running the arts organization is $60 million. 

I would suggest, Mr. Chairman, that the people in the arts have 
been making the sacrifice that has now been called for belatedly by 
the President of the United States. They have been making it day 
in and day out, hour in and hour out, month in and month out, 
year in and year out for a long, long time and it is about time that 
the rest of the country realized what these people are doing in 
order to bring what 72 percent say is something they can’t live 
without in the miserable gray existence that people go through in 
their lives today beset by inflation, beset by difficulties of making 
ends meet. The arts are a precious moment of fulfillment for them 
whether they are viewing it or participating in it and I say to you 
it is about time that the rest of the establishment did something to 
match what people in the arts have been doing. 

Having said that, let me say there has been a veritable explosion, 
and it is the only word to use, and this is as of this year, in 
participation in the arts. We would estimate the arts in this coun- 
try are growing at the rate of 30 percent a year. I am a sports buff, 
Mr. Chairman, and I have done work for the National Football 
League, the National Basketball Association as well as in the arts. 
Sports attendance is down, sports viewing on television is down, 
gardening is down, the number of leisure hours people have are 
down from five years ago from 26 to 19 hours a week. Why? 
Because the number of hours worked has gone up from 40 to 46 
hours a week. People have to moonlight to make ends meet, that is 
how rotten times are, and yet the arts have gone up. Let me tick 
off a few. 

Mr. YATES. Do you mean audiences have—— 

Mr. Harris. These are participation. 
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Mr. Yates. I see. 

Mr. Harris. The number involved in photography is up from 19 
to 44 percent in five years. The number of people who play a 
musical instrument is up from 18 to 30 percent in the same period. 


The number who write creatively is up from 13 to 22 percent. The 


number who dance either modern dance or ballet is up from 9 to 20 
percent. The number in a choir or choral group is up from 11 to 21 


percent. Right across the board—sculpting, painting, drawing, nee- 


dlework, the local theater groups exploding all over this country 
and that in turn creates audience demand for the arts because 
when people are involved in this they want to see what the top 
professionals look like and what they are and they become more 
appreciative. 

The final point I want to make, if I might, Mr. Chairman, is 
simply this. To tie it to this proposed cut it would seem to me to 
keep the present funding levels, authorization levels, $159 million 
if that is done, instead of the precipitious cut in half, that in itself 
would be a double cut for the arts because it means that the seed 
money—and that is all the National Endowment does, the National 
Endowment of the Arts is only two percent of the total GNP of the 
arts in this country, it is incredibly small and yet that seed money 
that business that I know so well in the private sector will not 
follow unless that is out there. 

Let me put it this way. All the Natonal Endowment is is this. It 
is initial survival money to groups that crop out at every local level 
everywhere it seems. The number of local community arts councils 
has gone from zero to over 1800 just in the last six years alone in 
this country and these people are real and they are putting on 
things. So it is seed money needed to do two things and that is all 
it does. One is to encourage those people not to forget it and the 
second is to give them a short survival time period until indeed 
they can establish their own sources of funding locally and through 
private sources. 

Without the dignity of this Government saying, we recognize the 
explosion taking place in the arts—without that dignification 
which comes not alone from the Government but it is important 
you boil down people like my friend Frank Saunders and Philip 
Morris who is sitting right next to me who tell me the role that the 
National Endowments played in getting them to put up substantial 
amounts of money, the business people say, look, we need the 
Federal Government in it partly as saying it is important and 
partly they have the facilities to go out and support these efforts 
that otherwise would just go right down the drain. I say this is a 
turning point, Mr. Chairman, and if we don’t recognize that and do 
something about it by not turning back the clock, I think we have 
an enormous, enormous taking away of the basic quality of exist- 
ence in this country. 

Mr. YATES. What about what the President said? He said that 
private contributions total more than the sum made available for 
all these cultural institutions in all the other countries of the 
world, and as your figures themselves pointed out private giving is 
very high. If this is true, why then is NEA needed? Corporations 
which are now at the bottom of the totem pole according to what 
you say, why do you need NEA? 
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Mr. Harris. Mr. Chairman, let me say that the President last — 
Saturday night—well, maybe I ought to preface what I am about to 
say by saying that I was very proud to have been maybe the only 
poll that predicted Mr. Reagan’s victory last November. I reported, 
as I will, that 80 to 15 percent the public likes the idea of cutting 
the Federal budget and I could tick that all off from my current 
work. I don’t come here with biased prejudices whatsoever yet it 
seemed to me, if I might, and I was not there, I think you might > 
have been last Saturday night at Ford’s theater, there the Presi- 
dent of the United States got up and he invited 100 chief executive 
officers and corporations as listed in the newspaper from Alcoa to 
Xerox, Alfadased, and by golly before that night was out they had 
put up $500,000 to help save Ford’s theater. The President obvious- 
ly had urged them to do it. 

I want to say I think that performance of Mr. Reagan’s is totally 
perfect, I could not invent a better example of how needed the 
Federal presence is in the arts. 

Mr. Yates. Are you saying that if Ronald Reagan were not the 
President but merely Ronald Reagan the actor that they would not 
have done that? 

Mr. Harris. Mr. Chairman, these are people I know, I probably 
know half of those chief executive officers, and I may lose them as 
clients after today. Actually they tell me all the time they don’t 
know why they pay me so much money to bring them such bad 
news but that is my way and they better not ignore it. 

My guess is that, yes, if the “presidential arm” were not there, I 
rather doubt that they would all come running to the rescue of the 
Ford’s theater. Let me go a little further on answering that. The 
fact of the matter is that what President Reagan is doing was 
giving of his good time to help stimulate the private sector. What 
that is worth in a lot of businesses, including mine, time is worth 
money so it does a precious appropriation of the moneys of the 
Federal Government as the President is now on our payroll is not 
just : symbol but the operating head of government, and I would 
say this. 

My conclusion is not only does this prove the need for the Feder- 
al presence but that if President Reagan would vow to go to work 
seven days a week for the National Endowment of the Arts, Mr. 
Chairman, I would come before your committee and say the Na- 
tional Endowment does not need to be funded at all because he 
would be able to raise all the money. I would worry about the 
defense of the country and the security of the country and the 
economy of the country if he did that but I use that as an illustra- 
tion. 

Mr. YatTEs. Is there another illustration? As I understand, Presi- 
dent and Mrs. Reagan wanted to redecorate the White House but 
they did not want the Federal Government to put the funds up for 
it so she asked some friends to do it and she or he said $50,000 was 
needed. The call went out and they raised $700,000 for that pur- 
pose. Does this re-emphasize the point you are making? 

Mr. Harris. Mr. Chairman, I don’t know about these matters, I 
only read about them but I would say as I undersand it the Federal 
Government is willing to allow $100,000 for redecorating the White 
House and Mrs. Reagan said she needed about $250,000 so the 
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Federal moneys were not enough and she said she didn’t want to 


strain that, she would rather get it all from the private sector. 


Again the President or the First Lady are in a unique position to 
elicit support for things like this. 

Mr. Yates. We have had the hearings going on in the last 
hearing room and my good friend Mr. Loeffler, and he is my good 
friend, said that even if there were not Government support for the 
arts if one of those dance companies came to San Antonio he would 
go down there and help raise the money for them. 

Mr. Loerrter. Mr. Harris, you mentioned something that I abso- 
lutely agree with and that is the reason we are holding this hear- 
ing today and that is the reason people are here and concerned 
about the various impact; it is a rotten economy. Where would you 
suggest that we get the reduction in the growth of Federal spend- 
ing in the event that we would hold the status quo which you 
Be aeve is the very minimum? From what other segment can we get 
it? ° 

Mr. Harris. I can do better than that. I can go down and tell you 
exactly what people want to cut. Do you want me to do that? 
_ Mr. Loerr.ier. Yes, that is why we are here. That is what we are 
ultimately going to have to make a decision on. 

Mr. Harris. I just happen to have it with me. 

Mr. LOEFFLER. Did Philip Morris pay for that? 

Mr. Harris. No, sir. 

Mr. SAUNDERS. Not what he is about to bring out. The yachts we 

helped to pay for. 

' Mr. Harris. Here it is right here. You can tell immediately that 
on the major items—let me say 80 to 15 percent of the people liked 
the idea of cutting the budget $41.4 billion but also a bigger major- 
ity, 92 to 7, liked better the President saying that he would not cut 
Social Security, Medicare, veterans benefits, aid to the handicapped 
and the Headstart program—the sacred sisters as they are called 
now—but then Federal welfare spending, people want to cut half a 
billion, 74 percent; the Food Stamp program by $1.8 billion, 67 
percent; the synthetic fuels program $3.2 billion, 61 percent; cut 
the Export-Import Bank by one-third which I gather won’t be done, 
98 to 32 percent; cut unemployment compensation $1.2 billion by 
shortening the time people can receive such benefits, 59 to 38 
percent. 

The last two are very interesting. Cut Federal aid to primary and 
secondary education by $1.25 billion, no way 54 to 42 percent; cut 
Medicaid by a billion, no way 60 to 38. 

This is a partial list and before the President’s speech we did a 
whole other thing. In fact, people are also opposed to increasing 
revenue sharing which is fascinating. What they think is that local 
people ought to govern them more than you do down in Washing- 
ton but when it comes to giving money in block grants to a locality 
or a State, even if it is their own locality or State, they say no, we 
are afraid a lot that money will never get out of our politicians 
locally, they have discretion over it. 

Mr. LOEFFLER. It is a vicious circle, isn’t it? 

Mr. Harris. So revenue sharing is not very popular, either, nor, I 
might say, several others. Highway funds, people want to chop 
that. It is not an ideological thing and there are a lot of oxes that 
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are being gored but I will say the arts is not among them and the 
reason the arts is one of the exceptions we found, interestingly 
enough, that people were willing to let me say this because one 
columnist scurried me on this count, Mr. Chairman. He said that I 
got results I wanted to get on the arts. That is not true. Back in 
1975 we asked people, would you be willing to pay $25 or more in 
taxes, and 53 to 41 percent of the majority said no, and that was 
reported I might say. We didn’t hide that fact. All the facts are 
either all public with me or not at all. You know what that is 
today? Fifty-one to 45 favor it. 

Take $15 or more, 50 to 46 percent opposed paying $15 more in 
taxes for the arts. It is now 59/39 percent. That was done exactly 
in July of the same week that we reported that Mr. Reagan looked 
like a shoo-in for President. 

Mr. LOEFFLER. That was not then since his election. 

Mr. Harris. No. 

Mr. LoreFFLeR. Did that have a bearing though to the response? 

Mr. Harris. Not necessarily. People before his economic message 
we found in health areas and education areas their sacred cows 
people are opposed to cutting those and after he made a plea for 
cutting them they didn’t go along. I could explain those. People 
don’t feel even though they—you ‘Know, pro-Government is only 8 
percent of the cost of education. They say, look, we have hurt our 
kids by letting the schools decline enough, we cannot afford to let 
our kids not get a good education. The other is we are not going to 
let anybody die in this country for lack of proper medical care. 

One of the great ironies in the health care thing, Medicaid and 
Medicare, for years the argument against national health insur- 
ance was that, look, we do take care of the poor. So when you come 
to them and say cut Medicaid for the poor they say, what the heck, 
what are you doing? Do you want to have national health insur- 
ane You can’t wash both ways. That is all beside the point, I 
think. 

The point is people say, I would be very happy to see this 
committee come up with $159 million which is exactly the authori- 
zation for this year. That is a $9.1 million cut from the Reagan 
version of the Carter budget about which I talked to David Stock- 
man at length so I know it is $175 million that President Carter 
had but the Reagan people say it is $173 million. They have got a 
jiggle factor that they apply to it. That means a 9.1 percent cut to 
the arts off the budget and that is a pure accounting. When you 
talk about a big paring of cuts, Mr. Loeffler, you know as well as I 
do that total Federal spending is still going up. You are talking 
about cuts off the budget. So 9.1 percent making $159 million is 
more, I would suggest, than the aggregate of all the rest of the 
items. 

Mr. Yates. That is a heck of a lot different from $85 million. 


WITNESS 


FRANK A. SAUNDERS, VICE PRESIDENT, PHILIP MORRIS, INC. 


Mr. Yates. Mr. Saunders. 
Mr. SAUNDERS. Thank you, Mr. Chairman. 
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_ Mr. Yates. You are Vice President of Philip Morris. 

Mr. Saunpers. Yes, I am Vice President of Philip Morris and 
among the many areas for which I am responsible is cultural 
affairs and cultural contributions, financial relations and many 
other things as well. I am speaking today really on behalf of only 
one corporation. I agree with Lou’s statement earlier that the 
corporations really have an awful long way to go in the matter of 
funding for the arts. Philip Morris happens to have been one of the 


pioneers in that business and we took some chances with it. 


______Now corporate growth in dollar terms has also grown. Nobody 
_ quite knows what it has come to. The BCA in a study done by the 
_ Touche Ross firm, the last numbers put out, had corporate giving 
at $435 million for 1979. Lou does not agree with those numbers, I 
know, but that is the only numbers I have. 

Mr. Harris. The only reason I don’t agree is that we have found 
we should not survey business or any other funding group to find 
out what they have given, what you should do is go to the arts 
organizations and see what they received. In the case of corpora- 
tions some undercount but some overcount by counting, let’s say, 
Public Broadcasting sponsorship and that kind of thing in it. I will 
put it this way, it is a rather loose count. 

Mr. SAUNDERS. Nobody really knows the number. The fact that 
the original BCA count was $22 million back in 1967 for all corpo- 
rate giving and it is now $435 million, those numbers may not be 
exactly right but they indicate the direction of corporate giving. It 
has been up and it has been very sharply up. That does not mean 
that the number of corporations involved is up. The number of 
corporations which are giving to the arts is still very, very limited 
and we have a long, long way to go to persuade other corporations 
to get on board and help. 

The NEA I think has provided a stimulus for the enormously 
incorporate support of the arts over the last 15 years or since its 
foundation. I can speak only for Philip Morris, as I said, and I can 
tell you that if it were not for the National Endowment for the arts 
partnership support and its creative energy and the sort of reassur- 
ance it gives us about the shows that we sponsor, it is doubtful that 
Philip Morris would have underwritten so many shows and that we 
would have increased our corporate giving to the arts as much as 
we have and it has been quite an enormous increase in our corpo- 
rate giving. 

There are two kinds of art involved here really, with mostly 
individual art. We have done some things in the performing arts. 
We.are talking about traditional art, established art which pro- 
vides a learning experience to millions of people. You are also 
talking about a second form of art which is more adventurous, very 
modern art, very far out art. The first form, the traditional form, is 
much more acceptable to corporate boards of directors. The second 
needs our help, too, and there are not very many corporate boards 
that are willing to take chances with the second kind and this is 
where the NEA’s stamp of approval has really counted. It gives art 
the second kind of art, the more experimental art, the more cre- 
ative art, a much better chance for funding in the board room and 
a much better chance for survival to contribute to our world. 
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The fact at Philip Morris, I know that the NEA’s meticulous 
selection process in general has given us a lot of reassurance over 
the years about shows that we were doubtful about and it has been 
a very, very important factor in increaseing Philip Morris ’contri- 
butions to the arts. It has made the difference, there is no question 
about that, and the result, of course, is that we have found our- 
selves to be increasingly during the whole decade of the Seventies 
in partnership with the NEA on major visual art shows that we 
sponsor. i 

Now I am pretty sure that the point I think Lou was making, 
too, he used President Reagan as the example in Ford’s theater. I 
will use precisely the same analogy in connection with the NEA. I 
am certain the NEA has the same merit for other companies that 
it has had for Philip Morris. It has stimulated increases of corpo- 
rate support among those companies that are already giving and it 
can help us who are already active in the arts to recruit new 
businesses in the arts. I don’t think that there is any question 
about it whatever. This is where the dollar numbers that the NEA 


puts out are really much more significant than they might appear — 


to be, they are worth much more than they actually are. 

In the present climate in the paper which I have submitted I 
don’t think there is any individual:Sir Galahad corporation that is 
going to come to the rescue of the fair damsel art in distress but in 
the last 15 years we have learned that American business will 
respond very vigorously to the examples set by Government; i.e., 
President Reagan in Ford’s theater and Philip Morris with the 
NEA’s help, and we have been trying to recruit other companies, 
those of us who are active in the arts, in the corporate world have 
been. Our chairman of the board and our vice chairman and | 
myself have all given speeches to business groups about the impor- 
tance of support of the arts in their communities and in the cli- 
mate of the communities in which they operate and where they 
have plants and where they have employees and its attractiveness 
in terms of bringing new people to the corporation and so on. 

We will at Philip Morris continue our funding as we have been 
doing and perhaps we will even be able to increase it. We helped 
fund the Louis Harris study which Lou has referred to, the Ameri- 
cans and the arts study, and I think Lou has given quite enough on 
that that the American public wants art, that the American public 
will pay for art but the Federal Goverment and government at 
other levels as well simply has to stay on board and help us all do 
the job that has to be done. 

On behalf of Philip Morris I thank you very, very much for the 
opportunity to appear. 

Mr. Yates. Mr. Saunders’ statement go in the record. Thank you. 

[The statement follows:] 
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TESTIMONY OF 
FRANK A. SAUNDERS 


STAFF VICE PRESIDENT, PHILIP MORRIS INCORPORATED 


March 25, 1981 


The arts flourish today in the United States; they do so 
only because their actual revenues -- the so-called "earned 
income" provided by the general public -- are supplemented by 
public funding and private contributions. 


The impact of the arts upon the economic life of U.S. 
Communities has been widely noted. The arts may be classified 
as a labor-intensive industry, generating a high dollar return 
on these philanthropic "investments" in terms of jobs and daily 
business, most obviously travel, hotel, food and entertainment, 
but extending through the entire economy. This is true not only 
for the larger cities, but for all communities across the country. 
The Chamber of Commerce in Minneapolis-St. Paul once estimated 
that the yearly visit of the Metropolitan Opera alone represented 
a $1 million boost to the local economy. 


Cultural activities stabilize communities and neighborhoods; 
the economic and social worth of this cannot be calculated. They 
increase property values. They provide all levels of government 
with sizable tax revenues.- Another important factor, also 
impossible to measure, is the ability of the arts’ in cities of 
all sizes to attract and retain key corporate management personnel, 
with supplementary benefits of such leadership in all phases of 
communal life. 


With public funding and private giving in tandem, the 
free arts bloom throughout the United States. They help to 
defend and safeguard our national heritage, character and sense 
of purpose. It is not a cliche to suggest where there is no 
art, no culture, the land is barren and life is dreary. 


Just last Wednesday, in a dispatch from Peking, a New York 
Times correspondent observed the so-called Cultural Revolution -- 
in its name a 3,500-year-old culture was attacked and nearly 


destroyed -- “not only vulgarized China but also turned it into 
one of the world's most drab societies -- the non-fiction 
equivalent of Antonioni's 'Red Desert.'" Elsewhere he commented 


upon the “brutalization of spirit" that occurred. 
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Nor was his criticism denied. Red Flag, the Communist 
Party's leading theoretical journal, earlier this year admitted 


¥ 
"Beauty stands for what excites the heart and pleases the mind. 4 
It also stands for ideals...Without beauty and the pursuit of it, | 
life would be too bland...Actually, the appreciation of beauty 5 
is not a bourgeois element. It is a noble spiritual enjoyment." s 

We could have told them that a long time ago. China now $ 
has a cultural problem of gargantuan proportions. Fortunately, £ 
it is not ours. Hy 

The modest level of federal funding for the arts has been 3 
far more significant than the figures would suggest. In 1967, * 
one year after the formation of the National Endowment for the : 
Arts, American business contributed a total of $22 million. Last 3 
year NEA advanced about $155 million to the arts, while American ‘ 


companies in 1979, according to a study by the Business Committee 
for the Arts, contributed some $435 million, nearly three times _ 
as much. What is important here is that the presence, the 2 
activity and the enthusiasm of NEA were the critical stimuli for 


this quantum leap in corporate support from a virtual standstill 
position in the mid-1960's. 


pee, ee 


I cannot speak for other companies, but I can speak for 
Philip Morris vis-a-vis NEA. If it were not for the partnership 
support and creative energy of NEA, we would not have underwritten 
so many exhibitions, so many shows of great cultural and national 
significance, or have had them seen by so many people in so many 
communities, large and small, all over the country. 


There are two kinds of art involved here: one is art 
approved by tradition and time, which has been exhibited as 
a learning experience for masses of the American people and visitors 
from abroad; the other is art as individual adventure, creativity - 
springing from the oldest traditions or the newest thoughts. The 
first is naturally more acceptable for business sponsors, but the 
second needs our help, too. 


As it happens, few businesses are adventurous, few boards 
of directors are prepared to stake company money on creative, 
speculative art forms. But when given the stamp of approval by the 
National Endowment, such new art does have a chance in the board- 
room, and given that chance of support, it has a chance to survive, 
to grow, and to enrich contemporary America. 


We have always valued NEA's meticulous selection process 
and, On more than one occasion, relied on NEA's involvement in 
deciding to sponsor one or another particular show. For us, 
at any rate, NEA participation throughout the years has made the 
difference, the critical difference, in so many ways. 
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The NEA, I am certain, possesses similar merit for other 
corporations. The growing scope of federal funding indisputedly 
_ has prompted many companies to become supporters of the arts in 

the first place. Continued high-level support, especially in 
this period, would not only stimulate companies active in the 
arts to maintain, perhaps even increase, their support. It would 
also inspire these companies, on their own and through such 
agencies as the BCA, to intensify their "recruiting" efforts in 
urging businesses -- those not now supporting the arts -- to 

join this great national cultural partnership with the federal 
government. 


In the corporate world, with its myriad economic obligations 
and social responsibilities, there can be no individual Sir Galahad 
corporations leaping to the rescue of the fair damsel Art in distress. 
There are no hidden wells of resources to release when the alarm 
is sounded. But, as the last 15 years have demonstrated, American 
business can and will respond vigorously and in growing strength 
to the example set by our government. 


Philip Morris, for one, has been quite active along these 
‘lines for a long time. In addition to our own engagement in the 
arts, Our chairman and other senior officers frequently address 

Ph business leaders everywhere in the United States, seeking to 

+ enlist them in the good cause. For some years now we have been 

: conducting a special advertising campaign directed to our nation's 
i business leaders. Our slogan is "it takes art to make a company 
great." 


So far as art support now and in the future is concerned, 
Philip Morris plans to continue on course. We will do as much as 
we have done in recent years, and hovefully we will be able to 
+ do even more. 


Philip Morris recently helped to underwrite a third survey 
by Louis Harris and Associates on the subject of "Americans and 
the Arts." It found the American people do not look upon art 
as a frill or passing fancy, but regard it as an imperative social 
need for themselves and their children. This understanding 
establishes the ultimate reason for federal funding of the arts 
and for corporate philanthropic support of the arts. 


We are in an economic crisis. Most Americans have less 
leisure time than before. In the face of these two deterrents, the 
American people, nevertheless, have expressed their desire for 
more art, more art activities, more art facilities. The survey 

: discloses an agreement by the American people -- as close to 
unanimous as you can get, an overwhelming 95 percent of the popula- 
tion -- that the arts "make a community a better place to live 
in." They believe, to cite one example, "museums are an important 
resource for the entire community." In fact, more than 80 percent 
considered “more and better cultural facilities" an important 


priority. 
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WITNESS 


PATRICIA DOYLE, CLEVELAND FOUNDATION 


Mr. YATEs. It is very nice to see you again, Miss Doyle. 

Ms. Doy.e. Thank you. It is very nice to see you. 

Mr. Chairman and members of the committee, as I have listened 
here today to the very eloquent statements that have been made by 
people who represent individual artists and arts institutions I 
think that perhaps the dimension that I can add at this point is to 
give you a case history of what has happened in an American city 
eine of the grants made by the National Endowments for the 

rts. 

I have been in the position to see this firsthand as Program 
Officer for Cultural Affairs at the Cleveland Foundation which is 
the oldest community foundation in the country and one of the 
largest in terms of assets. I have also in this capacity served in a 
rather unusual project as project manager for a look into the major 
performing arts institutions of our community in which each of 
them was asked to make a long-range plan to joint board and staff 
committees and that it was our sense that if these organizations 
could develop strong and sound plans that they would be in a much 
better position to trigger support from other sectors of the commu- 
nity and the endowment. These plans were reviewed by a high 
level committee of corporate and community leaders, including the 
chief executive officers of some of our major multinational corpora- 
tions. 

The real problem was how did you trigger in our community the 
kind of giving that was going to be needed to sustain these very 
important performing arts organizations in the years ahead? Some 
of these organizations have been in our community for more than 
60 years and we are very well known nationally. Others were 
almost brand new but very, very promising and that triggered 
support has been the National Endowment for the Arts. This group 
of organizations asked for a consortium challenge grant and they 
asked us to serve as applicant and fiscal agent on their behalf and 
in fiscal 1980 the National Endowment awarded its largest chal- 
lenge grant in the country to this consortium, a grant of $1.75 
million. It was to six agencies and the seventh member of the 
consortium, the Cleveland Orchestra, supported the effort but did 
not ask for funding because it had previously received a $1 million 
challenge grant. 

As you know, a challenge grant requires at least a 3 for 1 match 
and in the case of these organizations they were going out to plead 
them saying we have to raise in three years $6 million in new or 
increased funding, and what is really a remarkable success story 
here is how they are doing this and where the money is coming 
from. Most impressive is the support that is coming from the 
corporate sector. In the year in which these organizations applied 
to the NEA for the challenge, they were receiving non-Federal 
contributed money—the money from foundations, from individuals, 
from corporations, from benefits, local and State government. Of 
that money only nine percent was coming from corporations. Of 
the new and increased money that has been raised and in the bank 
to date 30 percent has come from corporations. 
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Mr. Yates. That is quite an increase. 

Ms. Dov te. It is a really dramatic story. When the pledges that | 
are outstanding and the proposals now being reviewed are fulfilled — 
we anticipate this percentage will be even higher. |. + 

Mr. Yates. Do you think you would have received that dramatic 
an increase if you did not have the seed money from NEA? fe 

Ms. Doyte. I do not. I think this was that stamp of approval | 
which our previous speakers spoke about, the prestige of the review 
process of the NEA and the catalyst. It was the starting point and I 
can pave you some really varied concrete examples of how this 
wor 

Mr. YATES. We would like to hear that because you are dealing 
with corporations every day, aren’t you? 

Ms. Dove. As a community foundation most of our money comes 
from wills and gifts left to us over many years but we deal, yes, 
with corporations all the time and many cooperative ventures. 

The Cleveland Ballet which was founded in 1976 by two very 
gifted former principal dancers from the American Ballet. Theater, 
one of them in Cleveland and the other an extremely talented 
choreographer, wanted to create a major ballet company in Cleve- 
land and there was a strong support from a fine new and some- 
what inexperienced board. In order to build the major company it 
was going to require a great deal of money and the ballet company 
recognized, as do many ballet companies, that an important part of 
their earned income picture was going to be a very successful 
Nutcracker and they wanted one that was a delight to children and 
also consistent with the artistic standards which they were setting. 
The NEA challenge grant plan included the request for funding to 
start the Nutcracker and very shortly after the challenge grant 
was received this company was able to go out and to obtain two 
terribly significant breakthrough grants, grants of $150,000 each 
from National Citibank and from the Eaton Corporation. Prior to 
this the company had been very happy with a corporate gift of 
$1,000 and overwhelmed by one of $5,000. Since then there are 
other multinational corporations which are lining up and are 
making grants in excess of $500,000 and in some cases $100,000 to 
help other ballets with this company. 

Mr. YaATEs. Would that have happened without the seed money 
from NEA? 

Ms. Doy te. I don’t think so at all. 

Another story—— 

Mr. YATES. I am going to have to cut you short. I am going to ask 
you if you would furnish the committee with a written statement. 

Ms. Doy .e. I have it in writing. 

Mr. YATES. Good. That is fine. 

Ms. Doy te. I will be glad to submit this for the record. 

[The statement follows:] 
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TESTIMONY OF 
PATRICIA JANSEN DOYLE, PROGRAM OFFICER 
THE CLEVELAND FOUNDATION 


P Mr. Chairman and members of the subcommittee, my 
mame is Patricia Jansen Doyle. I am program officer for 
cultural affairs of The Cleveland Foundation, the nation's 
oldest community foundation and one of the largest, with 
assets in excess of $225 million. The Cleveland 
Foundation, through gifts and bequests from many donors 
over the years, contributes to a wide range of health, 
social service, educational, civic and cultural activities 
in Greater Cleveland. In recent years our support for the 
arts has risen dramatically, increasing in both dollar 
amount and the percentage of our total giving. In 1980 
our Distribution Committee authorized $2.1 million for 
cultural affairs among total authorizations of $13 
million. 


The speakers who have preceded me on this panel 
have described far more eloquently than I could what the 
National Endowment for the Arts has contributed to the 
growth and vitality of the cultural life of this nation 
and how it has served as a catalyst for increased 
financial support from the private sector. I wish now to 
testify to what the National Endowment for the Arts has 
Meant to the performing arts in one community and its 
surrounding market region. That community is Cleveland, a 
city with the many complex problems typical of an aging 
industrial city but with a burgeoning number of people who 
appreciate, attend and support quality in the arts. 


One of our most unusual activities at The 
Cleveland Foundation has been to serve as applicant, and 
subsequently as fiscal agent for a Challenge Grant from 
the National Endowment for the Arts on behalf of a 
consortium of major performing arts agencies. We did this 
at the request of the agencies and with some reluctance 
for this was outside our usual role and carried with it 
tremendous monitoring responsibilities. 


. We shared the community's pride, however, in the 
fact that the National Endowment for the Arts awarded 
$1.75 million -- the largest Challenge Grant in the 
country in fiscal 1980 -- for the benefit of six members 
of the ad hoc Cleveland Consortium for the Performing 
Arts. The organizations are Cleveland Ballet, Cleveland 
Opera, Cleveland Play House, Great Lakes Shakespeare 
Festival, Karamu House and the Playhouse Square 
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Foundation. The consortium also includes the Cleveland 

Orchestra which has provided great cooperation and moral 
support but did not seek NEA funds as a part of the "View: 
consortium because it had received a $1 million Challenge 
Grant two years earlier. ty ; 


While ail grants from the NEA are essentially 
challenge grants because they require some kind of local 
match, those specifically labeled Challenge Grants are 
more demanding. They are one-time-only grants made 
usually to institutions of national or regional signifi-~ 
cance to enhance artistic quality, to strengthen manage- 
ment capabilities and, most especially, to assure a 
measure of financial stability by raising the level of | 
private and local government support. Challenge grants « 
require the recipients to raise at least three dollars for 
every NEA dollar received, and four dollars when funds are 
being applied to capital purposes. The Cleveland 
Consortium, therefore, has been ‘challenged by the NEA to 
raise nearly $6 million in new or increased funds over a 
three-year period -- and the consortium is right on target 
in attaining this goal. . f 

In fact, there is a remarkable success story in 
the stimulus provided by the Challenge Grant in raising 
the level of giving in Cleveland, and most especially in 
raising the level of corporate support. Until this 
consortium grant came along, the world renowed Cleveland 
Orchestra was the only performance group successfully 
tapping major corporate gifts in Cleveland. Today the 
corporations continue their generous support of the 
orchestra but have assumed significant responsibility for 
other performance groups as well. The consortium's latest 
quarterly report to the Endowment, submitted in January, 


documents this. Among the donors -- individuals, 
foundations, corporations, benefits, local and state 
governments -- corporations contributed only 9% to 


consortium members at the time the six agencies applied 
for the challenge grant. The corporate share of the 
increased funds paid to date to match the challenge grant 
is an impressive 30%. Lec me repeat, corporations gave 
9% in the base year; 30% of the expanded giving since 
then. Outstanding pledges and proposals now under review 
are likely to increase this impressive percentage even 
more. 


907 


_ Patricia Jansen Doyle 


Page 3 


The National Endowment for the Arts provides much 
more than money, however. Because of its national stature 
and the reputation of its review processes, an award from 
the Endowment signals to the local community that the 
recipient institution is important to the cultural well- 
being of the community and, in the case of a challenge 
grant, to the region and nation as well. The award to the 
Cleveland Consortium for the Performing Arts has given 
renewed vigor to institutions which have been important to 
Cleveland for more than 60 years, such as Cleveland Play 
House, the oldest resident professional theatre in the 
country, and set a Good Housekeeping Seal of Approval on 
promising groups still in their formative years, such as 
Cleveland Ballet and Cleveland Opera, both now just five 
years old. 

e 
In fact Cleveland entered the decade of the 
eighties as one of the few American cities with the very 
realistic prospect of having not one or two but a full 
range of performance groups that are artistically viable 
in the years ahead. Furthermore the challenge grant 
effort had led to a high degree of respect and cooperation 
among institutions that barely knew each other when the 
process began. 


Please let me give you a few examples of what the 
federal support through this program has meant to the 
institutions. Take the case of Cleveland Ballet, founded 
in 1976 by two former principal dancers of American Ballet 
Theatre, one a Clevelander, who have created an exciting 
new look in ballet with their original choreography and 
style. Cleveland Ballet knew that a successful Nutcracker 
would be crucial to its earned income picture in the years 
ahead and wanted a dazzling Nutcracker that would be a 
delight to children and consistent with its high artistic 
standards as well. The NEA challenge grant included 
support for the project and Cleveland Ballet, which 
heretofore had been pleased with modest corporate gifts, 
attracted contributions of $150,000 each from the Eaton 
Corporation and National City Bank to mount the 
Nutcracker. Our Foundation gave a substantial contri- 
bution as well. 


The Nutcracker was an artistic and box office 
triumph. Tickets were scalped like those for a winning 
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football team and during its second year this past 
December the Nutcracker played to 21 sold-out performances 
grossing $877,000. Other corporations are now funding 
other ballets, making grants in high five and even six 
figures. 


In January Cleveland Ballet went on its first 
tour, appearing on the Brooklyn Academy of Music's Ballet 
America series which this year is showcasing six major 
non-New York dance companies thanks to the NEA dance 
touring program and Exxon Corporation. Cleveland Ballet 
came home showered with acclaim by audiences and critics 
alike, with one major dance critic writing, "This is a 
finely honed professional troupe that can hold its own 
with the best, in this country or any other." This has- 
been good for the company and good for the morale of 
Clevelanders as well. 


The NEA imprimatur enabled Great Lakes 
Shakespeare Festival, a regional classical repertory 
company, to attract a grant from Sohio for a one-man show 
by promising Cleveland playwright, James A. Brown. "My 
Lady Luck," based on the life and writing of poet Robert 
Service -- "The Shooting of Dan McGrew" -- ran success- 
fully at the Shakespeare Festival's Lakewood, Ohio home, 
at Playhouse Square in downtown Cleveland and earlier this 
year off-Broadway. 


Most heartwarming is what has happened to Karamu 
House, which for more than 60 years has fostered inter- 
racial understanding through the arts and housed the 
oldest black theatre in America, nurturing everyone from 
poet Langston Hughes to actor Robert Guillaume, better 
known as Benson in TV land. Karamu had been through 
trying times in the late sixties when a few unfortunate 
incidents drove away audience and patrons. In the five- 
year period leading up to the challenge grant application, 
Karamu's income, when adjusted for inflation, had eroded 
by nearly one-third. Individual contributors had 
disappeared and Karamu was kept alive solely by United 
Way, a designated fund within our Foundation, and the 
Expansion Arts Program of the National Endowment for the 
Arts. It had trouble attracting board members and its 
mission remained undefined. 
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The award of the challenge grant, tied to 
eliminating the debt and launching a professional company, 


has breathed new life into Karamu. The board and staff 


had to get their act together if they were to raise the 
three-for-one match. They have done so. Karamu has a new 
executive director, a man who has served on the NEA 
theatre panel, and its board of trustees is attracting 
rising corporate executives, both black and white, as well 
as wives of Cleveland Browns and sons of Cleveland's old 
Yankee families. Karamu has launched its first public 


solicitation of funds in years. 


The most dramatic story is that of the Playhouse 
Square Foundation which recently launched a multi-million 
dollar campaign to renovate and expand three landmark 
movie palaces and legitimate theatres into an arts and 
entertainment complex equal to the Kennedy Center in 
seating capacity. 


The renovated theatres, one with a substantially 
enlarged stage, will become the home for Cleveland Ballet, 
Cleveland Opera and Great Lakes Shakespeare Festival and 
the downtown performance location-for Cleveland Orchestra 
concerts and Karamu plays and musicals as well as a host 
of nationally and internationally famous touring groups 
which now bypass Cleveland. 


Playhouse Square's first campaign gift came from 
the NEA challenge grant. More important than the monetary 
value of this nearly half million dollar gift was the 
recognition by the Endowment that Playhouse Square was 
doing something very important for the arts in Cleveland. 
A grass-roots movement spared the theatres from the 
wrecker's ball and kept them alive -- but ever so 
precariously. After 10 years, the community was beginning 
to wonder if the goal of a major arts and entertainment 
complex would ever become a reality. The Endowment grant 
was the shot of adrenaline so vitally needed. Playhouse 
Square expanded its board, strengthened its management, 
created a powerful steering committee of local business 
and corporate leaders and launched its campaign last May. 
Since then it has been granted $500,000 from Sohio, 
$300,000 from TRW Inc., $200,000 from Eaton and more than 
$1 million from the banking, accounting and legal 
community. I am certain some of the lawyers serving on 
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the subcommittee appreciate what a remarkable thing it is 
for law firms to dig deep into their pockets for any 
community endeavor. In Cleveland, two law firms have 
contributed $75,000 each and another one $50,000 to this 
project. It should be noted that most of these gifts are 


still in pledge form and when payments are made are likely ~~ 


to enhance the corporate share of challenge grant gifts. 


The contributions to Playhouse Square are indeed 
extraordinary in amount. Let me be honest, however. 
There is more than one reason why they were made. 
Cleveland, an important corporate headquarters city, is 
blessed with business leaders who believe genuinely that 
their firms have an obligation to enhance the quality of 
life in the community in which they operate, and that the 
arts are central to quality of life in any society. They 
also recognize that the rehabilitation of Cleveland's 
theatre district is important to,the economic revitaliza- 
tion of the heart of the city and that if downtown 
Cleveland is to have life after dark -- entertainment, 
dining, boutiques, new hotels and apartment housing -- 
this is where it will occur. 


The experience at Playhouse Square and Karamu and 
the other performance organizations indicates that the 
corporate world has much more than money to give. Top 
executives have begun to serve on arts boards and key 
committees and to provide valuable insights into sound 
Management of arts endeavors. 


I have concentrated in this presentation on 
corporate giving. Other segments of the philanthropic 
community have stretched their giving as well. The 
Cleveland Foundation's cultural affairs authorization of 
$2.1 million in 1980 was nearly twice that granted for the 
arts as recently as three years earlier, with a 
substantial part of the increase going to the six 
consortium grantees plus the Cleveland Orchestra. The 
George Gund Foundation, Cleveland's largest private 
foundation, which was making no awards to performing arts 
groups several years ago, has begun to make sizable 
grants. Several are in the six figures and a contribution 
of cash and a building to the Playhouse Square Foundation 
is worth nearly three quarters of a million dollars. 

Other private foundations, family foundations and individ- 
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uals have responded similarly. Furthermore, during the 
challenge grant period, Cuyahoga County initiated grants 
to cultural institutions and the State of Ohio doubled its 
appropriation for the arts -- although budget cuts are now 
proposed due to depressed economic conditions in the 
state. 


, All this suggests that the National Endowment for 
the Arts has not discouraged private or local giving. 
Rather the NEA has played an extraordinary role in 
creating incentives for funding by others. Such a 
public/private partnership is important to the achievement 
of our major public purposes. People understand what 
government does when they become partners to the program, 
giving of their time and money. The drastic cuts in the 
NEA appropriations proposed at this time break faith with 
the expectations created by the past endeavors of the 
National Endowment for the Arts and the generosity with 
which the private sector has responded to those 
initiatives. 


It is unrealistic, however, to assume that the 
private givers who have responded so generously to the 
initiatives in Cleveland -- and all across the land, as 
others have testified -- can or will be in any position to 
stretch that much further to fill the gap that would be 
left by any cuts by Congress. To leave the budget 
unchanged would be, in effect, a cut of 10 to 11% in these 
times of spiraling costs. 


We must all recognize the implications of the 
reordering of national priorities implicit in the total 
budget program proposed by the Administration. The cuts 
are proposed for many activities which already depend 
heavily upon the contributed dollar. Private donors, 
whether they be individuals, foundations or corporations 
are not going to be able to pick up the slack for all 
these programs, whether they deal with the poor or the 
sick or the spirit of man enriched through the arts. 
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Mr. Yates. Mr. Loeffler. 
Mr. LoEFFLER. I would like -to follow the seed money concept 


which has been more of the focus of the testimony and our ques- 


tions since we moved into this hearing room. 

The seed money that is currently available in whatever form, 
can it be reduced and still have the same impact? Can there be a 
reduction of Federal money but still with the legitimization of the 


Federal process NEA gives and still deliver to us the nea. | 


financial capabilities that we are seeking to achieve? 


Ms. Doyze. Well, I think it is very difficult to reduce the support — 


for the arts right now. 

Mr. LOEFFLER. Seed money and support for the oe one is a Part 
of the whole. 

Ms. Doy te. I understand. dyes 

Mr. LoeFFLer. Do we have any seed money, if I understand” € 
correctly, and I am not an expert in the area so don’t assume I 
know it. ow 

Go ahead. 

Ms. Doyie. Well, I would have to say that I think that the 
catalytic impact, I can’t really say if they reduced the amount. I 
know that the arts organizations to.be viable cannot afford to have, 
the endowment reduced too much. 

Mr. Yates. If I understand Mr. Loeffler correctly, what he is 
saying is does the amount of an NEA grant bring corresponding 
grants from private corporations? 

Ms. Dove. Yes. 

Mr. YATES. Suppose, for example, if instead of having a $100,000 
grant from NEA as the seed money that were cut in half and was 
$50,000 or $25,000. 

Ms. Dove. Thank you. I understand. 

Mr. LOEFFLER. You still have the legitimization. 

Ms. Doy te. Yes, of course. 

Mr. LoEFFLER. You have the private sector, be it individual. or 
corporate, seeing that the imprimatur of the Government has been 
placed upon that particular art performance. 

Ms. Doyte. Well, in the case of the project which I am describing 
to you the amount was enormously crucial. In fact, we had hoped 
and had encouraged in every way we could that the endowment 
could make that a $2 million grant because we thought the impact 
of the $2 million figure was what was needed to trigger our com- 
munity and we felt so strongly about it that our foundation added 
$250,000 so that when the announcement came the community had 
a $2 million challenge and had to raise at least $6 million to match 
it. So we felt strongly, yes, indeed about the amount. 

Mr. LOEFFLER. Rather than the challenge being three times, it 
would have been four times? I mean you would have had to come 
up with four times as much. 

Ms. Doyte. In the planning process each organization figured out 
what it felt it could actually raise and so the amount that they 
requested and which the total grant came close to reaching was 
based upon what they thought they needed and what they could 
raise to match it. 

Mr. LOEFFLER. All right. Might I proceed? 

Mr. YATES. Yes. 
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_ Mr. Lorrrter. I am being absolutely sincere. I am not looking to 

_ ax an important way of our life but I am looking toward doing 

_ what is fiscally the most responsible thing we can do beginning 
here in this subcommittee. 

Assume that the 50 percent reduction would have meant that 

_ your grant would have been $1 million. You were prepared to raise 
$6 million when you got $2 million. One million dollars is an 
irae sum of money to put out as a carrot to dangle in front of 
a horse. | 

Now could you have raised in that instance then the $7 million 
which would only have been $1 million more?.I don’t say only in a 
light way, I know money is hard to raise, too. 

If you can’t answer it, maybe you want to think about it and 
submit it for the record. 

_ Ms. Doyte. I would say that some of the organizations could and 
some of them could not. In actual fact some of these institutions 
_ have needed more than the total match for the challenge to carry 
out their programs. 

Mr. LoEFFLER. Thank you. 
_ Mr. Yates. Thank you very much. I appreciate it and look for- 
3 ward to receiving your written statement. 
< Ms. Doy.e. Thank you. 


GOVERNMENT 
WITNESSES 


PATRICK J. SWEENEY, MEMBER, OHIO STATE SENATE 

JOSEPH P. KRIER, VICE CHAIRMAN, SAN ANTONIO ARTS COUNCIL 

JOHN FROHNMAYER, CHAIRMAN, OREGON ARTS COMMISSION 

HENRY CAUTHEN, PRESIDENT AND GENERAL MANAGER, SOUTH CARO- 
LINA ETV NETWORK 


Mr. Yates. We will now hear the Government panel. I am sorry 
to keep you waiting. 

Mr. CAUTHEN. Mr. Chairman, let me state at the outset that two 
of our members had to testify elsewhere this afternoon and they 
may join us later. 

Mr. YATss. Mr. Krier and Mr. Cauthen are here. 

Mr. Krier. Mr. Cauthen will begin for us. 

Mr. Yates. I am sorry to keep you waiting and I must say I am 
sorry to keep the others waiting, too. 

Mr. CAuTHEN. Well, Mr. Chairman, I enjoyed very much hearing 
the testimony of the others appearing before me. © 

Mr. YATES. Do you have a statement? If you do have a statement, 
it may be made a part of the record. 

Mr. CAUTHEN. Yes, I have a statement and I think it has been 
provided. 

Mr. Yates. All right. 

Mr. CAUTHEN. I would like to say to Mr. Loeffler that I have 
been to San Antonio; in fact, I have performed there but when I 
performed there I was a member of the United States Air Force so it 
was in a slightly different capacity. I make that only half in gest 
because just this Monday I went down with my son to help him 
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register for the draft and we did it with a sense of pride. I come 
from South Carolina, the State that gave you Mendal Rivers, the 
long-time chairman of the Armed Services Committee. a shy 

Mr. Yates. He was a friend of mine. 

Mr. CAUTHEN. And a very close friend of mine as well. 

So I guess my support and belief in a strong military is pretty 
deeply engrained but I don’t think it is a question of either/or. I 
truly believe that if we had to say either/or, I would have to come 
down on the side of the military. We have to defend this country, 
there is no question about that, but I do believe that there are 
some other questions-involved here and that is truly the quality of 
life style that we want to defend, what is this country all about, 
what we want it to be and whether or not it is the kind of country 
that we can have our young people proud to defend again and it 
has disturbed me that we don’t always have this kind of pride in 
military services we once had. 

I believe that the arts are a very central part of our national 
activity and I believe it is a very legitimate area for the Federal 
Government to be involved in. As some others have said, I don’t 
think it is an activity that the Federal Government should by any 

means take over. I think the Federal level of support should be at 
a low enough level where it does not control the arts, it simply 
stimulates them. 

I had the very rewarding experience of serving on the National 
Council of the Arts for six years, from 1972 to 1978, and from that 
perspective I had an opportunity to see the development of the arts 
throughout this country in a way that it has never happened 
before. I think that the catelyst that the National Endowment 
provided the seed money and in some cases some very important 
operational and support money were the reasons we had this 
flowering and this rebirth of interest in the arts even in our most 
remote and smallest communities. 

When I was asked to become a member of the National Council I 
wondered a little bit about why they asked me to serve, the Presi- 
dent of South Carolina’s Educational Television Network. I agreed 
and I am very honored to serve. I cornered Nancy and I said, 
‘Nancy, why did you single me out of all people to serve on this 
council?”” and she said, “Well, we needed somebody from Public 
Broadcasting.” I said, ‘“Well, that makes sense.’ She said, “We also 
needed somebody from the area of the country where the arts were 
very underdeveloped,’ and I unfortunately fit into that category 
but fortunately that is no longer the case. You heard some testimo- 
ny earlier about the spectacular success of the Spoleto Festival in 
Charleston. 

Mr. Yates. When is that going on this year? 

Mr. CAUTHEN. That comes on in the last two weeks in May and 
the first week in June, it will be about 17 days. 

Mr. YATES. We will bring Mr. Loeffler down there. 


TESTIMONY OF HENRY CAUTHEN 


Mr. CAUTHEN. Very good. I think he would enjoy it tremendous- 
ly. 
I served as a member of the board of the Spoleto Festival and I 
have watched that festival develop. Many people have real ques- 
tions as to whether South Carolina could support that festival but I 
think we have proved that not only can we support it but in this 
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_ brief period of four years it has become not only one of the coun- 
_ try’s major art festivals but one of the world’s. I think if you look 
_ at the amount of money that the endowment has invested in it, it 
has not been terribly large. It started out with about $85,000 and 
has gone down in general support to $65,000 now. In the meantime 
the actual operating cost of the festival has grown from $700,000 to 
$2 million. 

So the level of Federal support has actually decreased while the 
level of general support for the festival has increased but without 
that Federal support, that Federal blessing, I don’t think the festi- 
val would ever have gotten off the ground. The question of contin- 
ued Federal support to the festival, I think it is very important we 
have a challenge grant now that has helped us raise $600,000 of a 
projected $750,000. 

_ The State of South Carolina now puts $250,000 into the festival 
annually, the City of Charleston puts in substantial money and 
there is substantial private and corporate support for the festival 
but a very important partner in that still is the Federal Govern- 
ment. Maybe one of these days it could and should be phased out 
but I don’t think really today is the time for that to happen. 

I have looked at another sector of the arts activities in South 
Carolina and one that is very important to me and that is the 
Artist in the School Program. The projected cuts by the Endow- 
ment would wipe that program out. We have had 123,000 school 
children in South Carolina, many of whom had their first experi- 
ence with the arts through this program. Until you have been in 
that classroom, as I have, and seen these kids experience dance for 
the first time or find out for the first time, to see their eyes light 
up when they discover that they can write poetry, you don’t realize 
how much this means to our children. 

If you cut off that program, you really may be cutting off the 
potential future of the development of a lot of the cultural heritage 
of this country. I kind of look upon that kind of spending as basic 
research in the development of our culture future and I think it is 
a very important part of it. I don’t know why but that is one of the 
parts that would be currently lost almost completely in this pro- 
jected cut. 

There are other services that the State Arts Commission provides 
that are very important to the elderly and homebound and to other 
groups. There is stimulated art throughout South Carolina. The 
festival itself has spilled over into vertually every other arts group 
within South Carolina and it has stimulated an interest in the arts 
in South Carolina. We really were in virtually a cultural void up 
until the festival came along and so the Endowment encouraged 
South Carolina and gave them a little bit of financial help and a 
lot of guidance to get this festival off the ground. 

Another part of my very deep concern is in Public Broadcasting 
itself. I am Vice Chairman of the PBS board and as a member of 
the Council I worked long and hard to encourage a partnership 
between PBS and the National:Endowment so that we could make 
the arts reach out more to the people and we are beginning to see 
that happening now. We are seeing American performers perform 
works written by American composers. 

Mr. YATES. Which you won’t see on commercial television. 
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Mr. CauTHEN. Which you will not see on commercial television, 
that is precisely right. We are in the midst of developing a major 
dramatic series with South Carolina, Boston, Los Angeles and New 
York which are the primary producing agencies for that. The 
major funding for that is going to come from the Corporation for 
Public Broadcasting which also is projected to be affected by these 
_ cuts. , 

One aspect of the Public Broadcasting side of it is that if you 
look at the credits on Public Broadcasting programs you will see 
that the National Endowments for the Arts and the National En- 
dowments for the Humanities, the National Science Foundation 
and a number of other agencies who are going to be cut are listed 
on those credits. For the future of Public Broadcasting and its 
capacity to serve the arts I think it is very much in danger by what 
is happening right now and I think that Public Broadcasting is one 
of the best ways of making sure that everybody in this country has 
at least some access to the best of our arts. 

With those kinds of general statements, I would be happy later 
on to answer any specific questions you might have. 

Mr. Yates. Now we get to San Antonio. 


TESTIMONY OF JOSEPH KRIER 


Mr. Krier. Mr. Chairman, my name is Joe Krier and I am the 
Vice Chairman of the Arts Council of San Antonio. I would like to 
take a few minutes to tell you something about San Antonio. 

Mr. Yates. I know a little about San Antonio not only from Mr. 
Loeffler but from your historic preservation people. I know about 
what I call the canal but what you call a river down there. 

Mr. Krier. Yes, sir. 

Mr. Yates. And about what has been built up on both sides and 
about the boom in culture that is taking place there as a result of 
this development, so I know a little bit about it. 

Mr. Krier. That river development never would have been possi- 
ble except for a little help from the Federal Government in the 
form of a WPA project back in the 1930s. 

Mr. Yates. That is right. 

Mr. Krier. I would like to talk about San Antonio and the arts 
and what the NEA has done to help those two things. Some of this 
I know my friend and my Congressman, Mr. Loeffler, is quite 
familiar with and I hope a few of them he is not. San Antonio, Mr. 
Chairman, as you may know, is now the ninth largest city in this 
country. It is not a terribly wealthy city. We are not a seat for 
great corporations which can give to the arts. We are not a seat of 
great individual wealth. We are not a seat of great foundation 
wealth. In spite of that fact though we have managed through the 
years through ingenuity and through broad public support to get a 
great deal of support within our community for the arts but in 
addition to that, as Tennessee Williams’ character Blanche duBois 
once said, ‘We have always depended on the kindness of strang- 
ers,’ and one of those strangers who came into our midst and 
became our friend was the National Endowment for the Arts. 

We have seen, for example, between 1975 and the present the 
NEA grant serving as a catalyst for dramatic increases in public 
support for the arts. For example, between 1975 and 1979 corporate 
and business contributions to the arts as a percentage of total 
revenues for the arts increased by over 400 percent. Individual 
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_ contributions as a percentage of total revenues to the arts in- 
_ creased by over 100 percent. Contributions by the City of San 
__ Antonio to the arts increased by over 300 percent. 

Now in that same time period NEA grants to San Antonio in 
dollar amounts increased by only 48 percent but because we had 
such a dramatic increase in support from other areas the Federal 
money as a percentage of total revenues actually declined by 25 
percent during this period. The suggestion has been made, of 
course, that NEA money is a substitute for private giving. We 
believe that because of NEA money we have been able to get these 
dramatic increases in private, local government, corporate and 
foundation support and without both the imprimatur as you have 
said earlier, Mr. Chairman, that the NEA grants shall provide and 
also with the administrative screening that they provide that other 
donors are not able to do, they have served a very, very unique 
function for us. 

The NEA grants have also through our local arts council which 
has served as an umbrella agency for the arts allowed us to do 
things that I think could not be done in any other way. For 
example, we have spent a portion of the money we receive from 
NEA to make available to local arts group seminars, resource 
material and how they can run their business better, how they can 
keep good books, how they can handle their finances. 

I work and live in our business community and I am a practicing 
lawyer by profession and I represent businesses. There is a wide- 
spread feeling that people in the arts don’t have good business 
sense and one of the things that our business community has been 
delighted at is that we have gotten some NEA grants that have 
allowed us to go into the arts community and help these people 
spend their money more efficiently, more productively and as a 
result bring their program and their arts to more groups through- 
out our city. We don’t think we could have done that without the 
arts council and without the NEA grant that we got. 

We have also seen in our community challenge grants, and Mr. 
Loeffler and I were talking about those earlier. Our symphony 
received a $150,000 challenge grant. That is just one example. Our 
experience has been in looking at the range of NEA and other 
Federal money we have received that for every dollar of Federal 
money we have gotten we have managed to produce from $3 to $6 
in other moneys from other sources and we don’t think we would 
have been able to do that without the Federal money. 

That is a brief overview of the prepared statement that I have 
given to you. Let me say in closing, Mr. Chairman, I am not an 
actor, I am not an artist, I am not an administrator with the arts. 

Mr. YATES. How can you be a trial attorney then? 

Mr. Krier. Only before the jury, Your Honor 

I am not an administrator with the arts, nor am I a legislator 
who deals with the arts nor does my law firm represent any of the 
artistic groups. I am a private citizen who does not have great 
personal wealth and I have chosen to devote some of my time and 
efforts to the arts because I think they are a part of our country 
that we all owe something to. 

Mr. YATEs. Good for you. 
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Mr. Krier. I am as concerned as anybody about inflation and 
about cutting the cost of our gevernment but I also know in terms 
of what I see the arts have done for San Antonio and the arts, I 
might add, contribute about $50 million a year to our economy 
directly and indirectly. The effect of the dramatic cutbacks we are 
talking about would be very catastrophic for us and we are desper- 
ately concerned that we preserve the cultural heritage of a city 
that is over 200 years old and has a rich artistic legacy that we 
want to see preserved and we hope that the help we have gotten 
from the NEA in preserving that legacy can be continued. 

Mr. YATES. Good statement. 

Did you want to say something? 

Mr. SWEENEY. Yes, sir. 

Mr. YATES. Proceed. 


TESTIMONY OF PATRICK SWEENEY 


Mr. Sweeney. My name is Patrick Sweeney and I am a State ~ 
legislator on the House side of the Ohio Legislature and I am — 
Chairman of the Education Section of Finance which has in it the ~ 
responsibility for the arts. I am also a member of the Ohio Arts 
Council. We put by a little budget’ amendment requirement that 
four members of the legislature sit on the Ohio Arts Council to get 
upside front room oversight and found that what we have is an 
element that we can be very proud of. 

Mr. Yates. What is your home town? 

Mr. SWEENEY. Cleveland, Ohio. 

Mr. Yates. The home of the Cleveland Orchestra and the Cleve- 
land Museum and now the Cleveland Ballet and the Cleveland 
Playhouse, the longest repertoire company in the nation. 

Mr. SWEENEY. And the Cleveland Browns. 

Mr. Yates. And the Cleveland Browns. 

Mr. SweEENEY. The playoff participant this year and next, we 
hope. 

I want to echo the stateside role and its relationship with the 
National Endowment for the Arts. When the National Endowment 
came on line States began to set up arts agencies with the total 
emotion of being a conduit for whatever Federal funds might flow 
into or through the State capitol. Subsequent to that year, 1965, we 
have really been aggressive, as Jim as indicated, and have been 
able to curtail the need for the Federal Government to come in and 
start having gigantic leaps in arts funding because the National 
Endowment has been the catalyst for States to act, the appropri- 
ations of which have risen dramatically in the last six to ten years. 

We also have impacted, as you have heard, on the local govern- 
ments, the county and city governments, to do two things. We have 
two sides of Ohio in the arts community. You have the existing 
professional organizations and normally they take all the money. 
Then you have the developing need for access for touring and for 
rural areas, for opening up for amateur groups and to audiences 
that will develop and later on be your playhouse audiences. That 
kind of competition has been curtailed by what I consider to be one 
of the most efficient bureaucracies we have in Ohio, that being the 
Arts Council. They take half the funding and they put it into a 
general operating support for what we call our professional groups 
so that you don’t have the Cleveland Orchestra and the Cincinnati 
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__ Orchestra overwhelming all of the arts dollars, and they are very 
capable of doing that. 

___ So that half is set out and the rest goes into innovative arts 
_ development programs that have impacted dramatically in our 
cities, impacted in our rural areas, have done the kind of access in 
ethnic arts and in minority arts. We have one of the finest pro- 
grams in the Nation. We have arts for the handicapped, we have 
arts for almost everybody but most of that has been triggered by 
the existence and the presence and the participation and encour- 
agement of the National Endowment for the arts. 

A 50 percent cut. The question that you laid out before the 
committee or the statement that you made earlier I think in quot- 
ing President Kennedy you said or he indicated that there is to be 
an indirect partner and assistance. I had it written down some- 
where and I lost it. 

Mr. YATES. I have it written down. 

Mr. SweEENEY. I am going to go home now from this afternoon, 
Mr. Chairman, and end up quoting you. 

Mr. YATES. Quote President Kennedy. 

Mr. SWEENEY. “Indirect and marginal role in art support.” 

Mr. YatTEs. I think that was the one. 

Mr. SwWEENEY. They have become exactly that. They are not the 
major supporter; they are not the owners of the orchestras, the 
museums or the playhouse. They are a catalyst for action. They 
have been a positive catalyst, they could equally become a negative 
catalyst. If you persist with the 50 percent cut and a long-range 
elimination of any arts appropriation, you could in fact eliminate 
the enthusiasm you caused in State capitols and in countyseats, in 
city halls that not only the major institutions, the orchestras and 
the museums but the developing arts, the Artist in School Pro- 
gram, the economic impact in a city like Cleveland where the 
benevolence of every Federal program imaginable has done nothing 
but ruin my city—you urban renewaled it, God did you urban 
renewal it, then you came in and urban planned it for us and then 
you came in and swept highways in so my people can get out to the 
suburbs and county and then all of those kinds of problems that 
have happened. 

The States have walked in and created through an education/ 
cultural effort a renaissance for change in our downtown living, a 
renaissance in the way people recreate in the city, a renaissance in 
the housing patterns. They have done it through theaters, they 
have done it through the development of universities, through the 
community colleges and I say that economic impact as presented to 
us to study demonstrates anywhere from 50,000 to 75,000 jobs 
related to the arts are involved in the economy of Ohio. We think 
that is healthy and we are going ta do more but we need your 
participation. 

A 50 percent cut in Ohio results in a loss of $6 million. Like Mr. 
Brock said when he indicated the private side does not have any 
capacity to make up those cuts, I will have to tell you the State 
does not either. Yesterday our legislative budget office presented to 
our Finance Committee the glowing fatal fact that the Governor’s 
budget as presented to the legislature is $520 million out of bal- 
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ance. That has brought rampant paranoia through the halls andI 
left town this morning as soon as the news hit the street. | 

Mr. Yates. Thank you very much. Thank you all. 

Mr. LoEFFLER. I would like to pursue for a moment, if I might, 
Mr. Chairman, what in the eyes of each of you is the option that 
we have before us if we are to achieve a balanced budget. I hope 
that you have learned your lesson from us and that you go back 
and take care of that deficit that you spoke of. 

Mr. SWEENEY. We are constitutionally mandated to do so. 

Mr. LOEFFLER. You are fortunate. 

How do we approach this? Do we assume that we will have 100 
percent of the funding request or that we reduce it by 10 percent or 
25 or 50 as the administration has requested? What is an adequate 
approach to this program and how did the two of us and our 433 
colleagues in the House and 100 colleagues in the Senate reach 
what is—I do not like to refer to it as political mandate, I don’t 


believe that at all. I believe it is what America must have and | 


what we all want to achieve. Where do we go? 

Mr. SwrEENEY. Let me suggest two answers. One, the question 
laid to us by Chairman Yates must first be answered. Should 
government be a participant in our support? Once that is an- 
swered, then you have to deal with available funding which is 
always the question that States have and the question of Congress. 
Apparently it is going to go through but you look at a 50 percent 
cut and what impact that has. 

If the first question is answered positively, then I have to tell you 
that it is ludicrous to start looking at a 50 percent cut rather than 
phasing, and forward warning to institutions, States and local gov- 
ernments that $6 million is going to hit Ohio in losses. We can 
absorb that. We might be able to absorb it in our large institutions 
but what is happening in our developing arts where they are more 
dependent on that encouragement, where they are developing the 
Ohio Ballet which is five years old and the Cleveland Ballet is five 
years old and they are both very good, they are developing. They 
are probably relying more on the Federal-State side and not on the 
private. You have to give them some legs up and some time to 
develop alternate funding. 

Mr. Yates. Would you yield and permit me to make an addition 
to what you are saying and that is that you have seen progressive- 
ly increased appropriations for the arts over a period of 15 years to 
the point of where the country expects some kind of government 
support for the arts and then for somebody to chop it off one year 
later rather than phasing it out, if you decide that it should be 
phased out, I think would create havoc with many of the arts 
organizations as well as the States themselves. 

Mr. SweEENneEY. I think at the time, Mr. Chairman, that the Con- 
gress reidentified the goals in the arts, to answer your questions 
and your challenges, whether or not we feel as the country that 
government should participate indirectly or directly. Once that 
question is answered, then you deal with the economic slice. 

Mr. YATES. How do you feel about that? 

Mr. SwWEENEY. Absolutely. The historians when they write about 
us won't talk about our highways, they will talk about the music 
we write, the poetry we write—— 
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_ Mr. YartEs. Civilization. 
iat . SWEENEY. And civilization. Our culture will be judged upon 
‘= that. Ley 
__ Mr. Yates. How do you feel about San Antonio? 
_ Mr. Krier. Well, we are clearly committed to the Federal Gov- 
ernment playing a role. One of the reasons for that is we get over a 
‘million people a year go through our cultural institutions, a vast 
umber of whom are not from San Antonio. We are a tourist city. 
| think, to respond to Mr. Loeffler’s question in greater detail, 
_ obviously the reality of where we are today is that the country 
desires and it is pretty clear to me that the Congress desires to 
_ make cuts and we are all going to have to bear some of that. In 
_ speaking solely from the standpoint of those of us in San Antonio 
_ with the arts, we recognize we are gong to have to bear some of 
_ that but we cannot bear a draconian overnight 50 percent cut. 
____If the senior partner in my law firm came to me and said, “Joe, 
| we have had some reverses, we are all going to have to take a cut 
and you are going to have to take a 10 percent cut,” my first 
| reaction would be shock and horror but my second reaction would 
| be that I can adjust to that and live with that, I can go out and try 
_ to raise some money for my good friend Congressman Loeffler. But 
_ if I had to take a 50 percent cut, I would not only be in shock but 
in cardiac arrest. 
_ Mr. Lorrrier. And you could not raise money for your Congress- 
= man: 
__ Mr. Krier. That is the problem, Mr. Loeffler. 
Mr. Yates. Did you want to comment further? 
_ _ Mr. Cautuen. Yes. I think very much in my mind is the message 
_ that has come out so far saying to a lot of people that the arts are 
not important or are not appropriate for the Federal Government 
to be funding. My first priority would have that be turned around 
and have it say they are indeed important, they are a key part of 
the Federal support to our society and that we are going to support 
them at the highest level we can under the economic circumstances 
we are faced with. Then I think the agencies through the impact of 
» what is happening will be far lessened. 
As I said, 50 percent is just an impossible amount to try to 
_ absorb at one time. We can absorb the kind of cut that is painful 
but something that you can survive. I cannot tell you what those 
steps are. I think you would have to look very carefully. 

Mr. YATES. We will have to work those out ourselves. 

Thank you, gentlemen. 

Mr. LOEFFLER. Just in conclusion, that is what I have been prob- 
ing for beginning before we came into this room and through the 
course of the testimony that we have heard here is what is realis- 
tic. I don’t believe either in just loping things off, you have to look 
ahead and you have to plan ahead and that is individuals, corpora- 
tions, the public sector, but where it can be done in a fair way with 
pain, yes, but survival is what I am looking for and I think that 
you can answer aggressively. 

Mr. CAUTHEN. The impact on our economy was $20 million the 
first year, it was $30 million in the last festival and it is expected 
to rise this time. With the chance to present that picture to the 
people in South Carolina, we can help recover some of the loss of 
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TESTIMONY OF JOHN E. FROHNMAYER 
. p CHAIRMAN, OREGON ARTS COMMISSION 
TO THE HOUSE SUBCOMMITTEE ON INTEKIOR APPROPRIATIONS 


Mr. Chairman: 


It is an honor to be able to come before this subcom- 
mittee. 


In 1965 Oregon had no Arts Commission. In 1967, a 
group of citizens proposed legislation to establish the 
Oregon Arts Commission "as a receptacle for federal 
funds from the National Endowment for the Arts." : 


Over the years both the public and legislative support 
of the Oregon Arts Commission have grown. In 1975 the 
grant funds appropriated by the Oregon legislature were 
approximately $100,000. In 1979 those funds grew to 
$350,000. The sums are still miniscule, but the trend 
toward greater State support for the arts is clear. Equally 
clear is the conclusion that the Oregon Arts Commission never 
would have come into existence without support from the 
National Endowment for the Arts. 


Citizen support for the Oregon Arts Commission has grown 
to such an extent that, for the first time in my memory, the 
Arts Commission has received a warm reception from the 
legislature and those comments about wanting more representa- 
tional art in the Capitol and the attacks on the Arts 
Commission as being superfluous are no longer being made. 


A fifty percent cut in the NEA budget would be disastrous 
to Oregon. It would mean the loss of two-thirds of our grants 
funds. It would spell the end of the Artists-in-the-Schools 
program, and it would mean an additional loss of approximately 
$800,000 per year in grants which came directly to individuals 
and organizations in Oregon from the NEA. 


Members of the Oregon legislature have indicated a desire 
to pick up this slack, but the money is Simply not available. 
Budget projections in Oregon are the worst in 22 years. What 
I would ask, therefore, is that if we must all tighten our 
belts we are happy to do so; but a fifty percent cut is not 
belt-tightening--it is a tourniquet around the waist. 
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There is a definite domino effect from the loss of 
federal dollars. When the NEA gives a grant to an 
organization or project, that serves as a Good Housekeeping 
seal of approval for that project. It is infinitely easier 
to attract corporate and private funds when the National 
Endowment has evaluated and approved a project. Private 
support for the arts in my state has grown over fifty percent 
in the last three years. Such private support would simply 
not have been there without the catalytic effect of National 
Endowment dollars. 


In many ways Oregon is a rural state. Art in the outlying 
areas is possible primarily by bringing in artists and groups 
from more urban areas. For example, the Portland Opera tours 
to Bend, Klamath Falls, Medford and other areas around the 
state. If NEA funds are cut, the opera likewise will cut its 
touring since the remaining dollars must be used to present 
its regular season. 


Similarly, the Western States Arts Foundation, one of 
the eight regional agencies supported by the National 
Endowment, has provided substantial support for touring the 
performing arts, especially dance, in our area. Should you 
have any question as to the success of this program, 1 simply 
refer you to the case of Enterprise,~ Oregon, a town of 1,700 
people. Through support from the Oregon Arts Commission, the 
NEA and local sources, the Moscow Folk Ballet played to an 
audience of 1,300 people in this town. That in itself is 
impressive enough, and let me add that the performances were 
on the first weekend of hunting season. As every self- 
respecting elk knows, the safest place to be on the first 
weekend of hunting season is downtown Enterprise. we 3 

In 1980, attendance at Oregon arts events totalled over 
5 million. That is twice the population of the state and 
represents a 61 percent increase in three years. 


Moreover, the states as a whole have made tremendous 
strides in funding for the arts. The National Assembly of 
State Arts Agencies reports that state appropriations for 
this current fiscal year were approximately $111,000,000. 
That is over forty times the amount of dollars appro riated 
in 1966 when the Endowment was new. And, over twenty states 
have One Percent for Art programs to enhance new state 
buildings. But a major cut on the national level might 
signal cuts by the states just as increases in national 
funding have precipitated increases in state funding in the 
past. If we are a civilization rather than just a collection 
of people trying to survive, then the very few dollars you 
are dealing with out of the federal budget could not be 
better spent than to promote the soul, the spirit, and the 
heritage of this country through its arts. 
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Let me just mention two programs which are on the 
endangered species list: Artists-in-the-Schools and 
Folk Arts. 


1. The Oregon Artists-in-the-Schools program has 
received about $89,000 per year from the National 
Endowment. With that money, which has been matched 
three or four times from private sources, the program 
reaches approximately 280 Oregon schools and 117,000 
children each year. Since the school districts in Oregon 
- provide only about one art teacher for every 5,000 students, 
_ the only arts experience many children receive is through 
_ the Artists-in-the Schools program. 


This program has been so successful that many communities 
have undertaken to administer the program themselves and, 
with the assistance of the National Endowment for the Arts, 
such notable organizations as the Oregon Shakespearean 
Festival in Ashland have brought more than 20,000 students 
to Ashland for performances and workshops. Additionally, 
young audiences, again through the support of the National 
Endowment, provided approximately 285 performances and 
workshops reaching 48,000 students in Oregon last year. 


Nationally, the Artists-in-the-Schools program in 1979 
employed 4130 artists who reached a total of 1,780,000 
students. This program was the largest single employer 
of artists in the country. 


2. The Folk Arts program in Oregon has been supported 
by the National Endowment over the past four years. From 
this program we have documented such diverse cultural ae 
traditions as the Russian Old Believer community in Woodburn 
and the oral myths, legends and traditions of the Coquille 
Indians on the Southern Oregon Coast. A culmination of this 
program is the exhibitions entitled "Webfoots and Bunchgrassers: 
Folk Arts of the Oregon Country" which was displayed in the 
Renwick Gallery of the Smithsonian Institution ‘here in 
Washington until a month ago. Oregon's rich cultural heritage 
is fragile and quickly disappearing. The Folk Arts program 
is perhaps the only way it will be preserved and without: 
at least minimal NEA support, the Folk Arts program will not 
survive. 


Let me close by simply telling you of yet another National 
Endowment success story, this one being a film entitled 
"Luther Metke at 94". In 1978 several film makers obtained 

-a $12,000 grant from the National Endowment to make a 
documentary on Luther Metke, one of the pioneer log cabin 


76-703 0 - 81 - 13 (6b) 


= 
Suadeaes oes. ete 5e 7 
Pint. sabe cater 
=@ a3 = “taxes eee 


= ny a eet a tie at 


=t 


i» 
~*~ =~ 


Mo 


x 


— reqgue eS ncd lacnae Deakeual ; 

3 <7 OS Tou Crs cees itemg eH Saxe Iman 
: s+ teweaioe ettavih dapeé botaawoom = 
mxrudioow gi Sd gUERIO? <treAd! 98; BEA sateen 
es; [ers Do? 53 25, Rios tt ST > . BS. ebascad 
it- 20°85 fenamius A fee MODs TO i a oasis 
Sisevesapioosd fing stootdew", fbalrtias no eae 
(+ fi SsvelderiS ssw ake ee fool fF FopSsz0 eg : 


I ‘ 
: aclsosisent mblnosastas “brs -s0 
1a bag S TSP th 2 Me OO BPE 
sig 2 [ 7 % coo ib yixzoin 
: r. i ; ple vik 
: ; : halliasents 


ceo 000, SER 
. yistasa 


he 
tony 


931 


Testimony of Patrick Sweeney 

2 _ Representative of the State of Ohio Legislature, 

_ 6th District- 

¢ - Before the House Appropriations Subcommittee 
Interior and Related Agencies, 

; ny Washington, D.C. 

eri March 25, 1981 

Members of the Committee: 

My name is Patrick Sweeney and I am a member of the House of Representatives from 
the State of Ohio, District 6, in Cleveland. I am delighted to have this opportunity 
to speak to you raday about the arts, “at the importance of the National Endowment 

for the Arts, our federal agency. 

Recently, we heard that the NEA budget would be cut by 50%. This represents a 

cut more severe than the cuts to the majority of Federal agencies. The severity of 
this cut will have a vast impact on the arts in this country for years to come - - 
both financially, and philosophically. Every state, including Ohio, will suffer 
dramatically in its efforts to bring the very best of the arts to its citizenry. If 
the 50% cut remains, we shall begin to be known as a country which entered the 

"dark ages", while the rest of the world continues to encourage and develop their ~ 
arts in an enlightened way. 


Back in 1965, when there were very few state arts agencies, the NEA provided 


seed monies, and acted as a catalyst for support of the arts on the state level. 


The NEA assisted the states in matching Endowment funds, and becoming more 
independent in their efforts to eye arts. While there as no support for 
the arts in some states, many than tatatee began demonstrating to their respective 
legislatures that if the Federal government was going i back the arts movement, why 


shouldn't they. Sixteen years ago, the United States was lagging behind Canada, 
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Europe and Eastern Europe in terms of supporting the arts. It was a sad state 

of affairs. The most technologically and fiscally sound nation on earth was not 
lending support to its arts and humanities. 

Culturally starved citizens who needed and wanted the arts began to support their 
state legislators who supported the arts. The budgets in most states began to — 
grow. State arts agencies began to build audiences, place artists in the schools, 
operate dance programs through the NEA's Dance Touring progrual: and $e. 
establish themselves into professional agencies that could serve the broad needs 
of their publics. Local ori agencies, museums , orchestras, and others began 

to see that the arts needed increased support if they were to survive and grow. 
Today the combined budgets of state arts ‘agedcies in the United States total 

112. million dollars - - and they are still growing. Four years ago in Ohio, our 
budget was approximately 1.2 million dollars per year. Today the Ohio Arts 

Council budget is 5 million dollars per year, and the request for next year is 

9 million. There has been a growth of 450% over the last four years. Our support 
network now includes funding for. major arts institutions, individual creative | 
artists, local community arts agencies minority arts, etc. Last year our Artists in 
Education Program received under 80.000 dollars from the NEA; yet our state 

budget match was over 250,000 dollars. Endowment seed monies such as this, have 
encouraged the development of support for touring, which enables performing arts 
groups and literary artists to spread their talents ‘across Ohio in areas where the 
arts never before existed. Because of Aid to Individual Artist Fellowships awarded 
directly to Ohio artists, the customary exodus of creative talent to the East and 
West Coasts has been stymied. Artists are staying in Ohio to produce their work. 
The arts in Ohio are alive and well - - and growing. Ohio is now trying to pass a 
Bill that would support the construction of new cultural facilities, and provide 


funding for capital improvements to existing structures. 
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Not only in Ohio, but all across the nation, convention centers and state 
departments of economic and community development use the state arts agency as a 
drawing Eid for industries and new businesses. Corporations and foundations 
Pe begun to support the arts more generously. Why? Because the NEA acted as 

a catalyst when we needed support. The NEA - - to the tune of 6 million dollars 
per year - - continues to support our institutions independently of the state 
arts council. 

The economic impact of the arts makes the NEA one of the most practical agencies 
in the Federal government. They don't merely give away grants - - they aeovide 
funding to organizations so that more monies can be raised. They support a labor 
intensive industry. They assist communities and arts Organizations everywhere to 
become more independent as they grow, and they ee ollpmue an open review system 
that few agencies in this country can duplicate. - : 

The Endowment's good management -- and the splendid.results of this good manage- 


ment -- represents a sound investment. Consider these figures for a moment: 


(See Chart. #1 and Chart #2) 


The tremendous growth of the arts in every state needs to be supported. Our 
symphonies, dance companies, and our individual creative artists, must be 
Supported. They cannot be abandoned. Ladies and gentlemen - - let's be 
practical. This country can be as strong as it wishes to be fiscally, but it 
cannot abandon the arts. The arts are essential to a full and healthy life. 


The Arts are the Soul of this Country. 
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$513,910 
$399,655 
$375,285 
$429,210 
$385,320 
$397,265 
$669,950 
$424 , 330 
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BASIC STATE OPERATING GRANT 
AND STATE/NATIONAL PRIORITIES 


STATE APPROPRIATION 


> 7,891,108 
$ 2,246,300 
$ 2,300,000 
$ 6,075,500 
$ 2,844,600 
$ 2,530,768 
$33,285,400 
$ 4,708,783 
$ 2,594,000 


PERCENT OF APPROPRIATION 


6.512% 
17.7928 
16.3172 

7.065% 
13.5463 
15.6973 
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9.0113 
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The Arts Council of San Antonio 
201 North St. Mary's 
San Antonio, Texas 78205 


512/224-5532 


TESTIMONY BEFORE THE UNITED STATES HOUSE OF REPRESENTATIVES, 

APPROPRIATIONS SUB-COMMITTEE ON THE INTERIOR, MARCH 25, 1981 

JOSEPH R. KRIER, VICE-CHAIRMAN, ARTS COUNCIL OF SAN ANTONIO. 
My name is Joseph Krier and I am the Vice-Chairman 

of the Arts Council of San Antonio. Professionally, I 

am a partner and trial attorney with the San Antonio firm 

of Groce, Locke, & Hebdon. I would like to underscore that 


I am not an artist, an administrator, in the arts area, nor 


an elected official dealing with art& programs. Rather, I 


4 
like thousands of other Americans, am a private citizen who 


is concerned enough about the role of the arts in our so- 
ciety to commit some of my time, money and effort to this 


critically important part of our national life. 


I am delighted to be here today on behalf of the Arts 
Council of San Antonio, a council which has received na- 
tional recognition for its innovative and expanding role 
in support of the arts in my community. I am also de- 
lighted to be here as a representative of the State of 
Texas. Texas has experienced in the past ten years a 
dramatic increase both in public interest and support for 
the arts. Much of that awakening, in San Antonio anda 
Texas, is due to the catalytic effect of federal sup- 
port of the arts, specifically through the National En- 
dowment for the Arts, the National Endowment for the Hu- 


manities and the Institute for Museum Services. 
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As a result, we are deeply concerned over the substantial 
adverse impact of the Administration's proposed budget 


euts in this area. 


Those of us who are involved with the arts in San 
Antonio share the desire of the Administration to bring 
inflation iifide 2 control. We are keenly aware of the 
problems inflation has created for our cultural insti- 
tutions and arts programs. Unfortunately, however, the 
current fdderal commitment to the arts represents such 
an insignificant portion of the federal budget that even 
if funds were eliminated entirely they would not help 
reduce inflation. Indeed, the budget deficit would only 
increase as a result of massive unemployment among the 
nation's creative and performing artists, who neces- 
sarily depend upon the financial stability of ‘our cul- 


tural institutions. 


In San Antonio, as in the rest of the nation, funds 
provided by the National Endowment for the Arts represent 
less than 5% of the budgets of our cultural institutions. 
Insignificant as this may seem, this modest federal conm- 
mitment has been a key factor in unlocking increased 


financial support at the local level. 


Perhaps no city in America provides a better example 


of what can be accomplished with modest federal Support 
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in stimulating the private sector. The foundation of “a 


gat ess tevbs | 
our city's current growth and economic prosperity is : 


. = Frid! yi eg ose 
due in no small measure to a federal commitment in oi 
the 1930's to convert an open ditch into the San Antonio 


Riverwalk, now considered to be one of the finest examples 


of urban design in America. Turning the ugly into the | 


beautiful has been a continuing concern of the arts and __ 
the people of San Antonio, not unlike Tennessee ........., 


Williams' character, Blanche Dubois, we have "always. | 


oy 


ete | 


depended upon the kindness of strangers." San 
ey: today is the adden Th largest city. Unlike . 
Houston, Dallas, Chicago, New York or Los Angeles, we do 
not have the large concentrations of individual and cor-= 
porate wealth to endow our arts and cultural institutions. | 
Are the 1,000,000 people of our city to be denied the right 
to experience their cultural heritage because Exxon is. 
headquartered in Houston rather than in San Antonio? 

Are the people of San Antonio to bear the full cost 

of maintaining cultural institutions which attract more 
than 1,000,000 visitors a year from every state in the 
nation? Is our city government, which already provides 
over two dollars per person in arts support, to increase its 


funding, while the federal government reduces its share 


to less than thirty-five cents? 


It is clear the Administration believes the federal 
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government has a role in the support structure for the 
erts:” However, the Administration has suggested that 


federal support has adversely supplanted private giving. 


a 


This rationale for cutting the budget of the National 
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Endowment for the Arts is fallacious. It presumes a po- 


tential level of private support that does not exist. 


If enacted, the proposed cuts for the National 


¥ 


wr « 


Endowment for the Arts would have the most serious con- 


sequences for the Arts and the people of San Antonio. 


Sh tn ina, ie oe 
. 


Every arts and cultural program would be affected. 

Past experience leads us to believe that such cuts 

would probably mean a direct loss of over $500,000 in 
public funds and an additional $1,500,000 in private 
matching funds. The city's major professional insti- 
tutions would find themselves in a financial crisis of 
major proportions. Many of the more than 100 community 
arts organizations who receive services from the Arts 
Council in administration, accounting, communications, 
planning, marketing and financial development would no 
longer have the management tools necessary to survive. 
Many of the smaller organizations who receive grants 
from the Council, and who CMTE raised seven dollars 
for every one dollar in NEA support, will not be able to 
compete with larger institutions in the private sector. 
Programs which have been developed over the last decade to 


reach new audiences, minorities and special constituencies 
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will be drastically curtailed. Admission fees will have to 
increase by more than 100 per cent in the first year, just 


to avoid bankruptcy. Such a result will hardly be con- 


ducive to reducing inflation. 


The San Antonio Symphony, which is the oldest and 
largest performing arts organization in the city, will 
be forced to cut back its program of student concerts 
and free public performances. Musicians who, after 
years of training and service, earn $10,800 a year, will 


be asked to make further sacrifices. 


The new San Antonio Museum of Art, which opened 
this month to national acclaim, will be forced to cur- 
tail its exhibition program, staff and outreach activ- 
ities. Thus, the region's major new cultural facility, 
just to remain open, will find it necessary to charge 
fees which will deny admission to a substantial portion 


of the public it was intended to serve. 


The Society for the Performing Arts, which was creat-— 
ed by the Arts Council to bring major national and inter- 
national artists and performers to the city, could not 
have brought to San Antonio such groups as the Joffrey 
Ballet and Alvin Ailey Dance Theatre without the sup- 


port provided by the NEA Dance Touring Program. The pro- 


posed cuts will make it unlikely that such performances 


could be continued in the future. 
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The Carver Center, our city's major arts institution 
serving the black community, will be unable to provide 
residencies for many smaller companies, such as Merce 
een akan. Inner City Cultural Center and other artists 
whose work has been seen in San Antonio for the first 
time through the assistance of the NEA Expansion Arts 


Progran. 


Our city's Hispanic artists, who formerly had to 
perform in the streets or paint on barrio walls, will 
find their dreams of a new Hispanic Cultural Center 


unrealized. 


These are only a few examples of how the proposed 
cuts will dramatically impact the arts and cultural life 
of San Antonio. Federal support for the arts has made 
it possible for people in San Antonio and in other cit- 
ies, towns and rural areas throughout America to have an 
opportunity to experience great performances and exhibi- 
tions--for the first time--and to become personally 
involved in the cultural life of our nation. These 
opportunities simply did not exist for most Americans 
prior to the creation of the National Endowment for 


the Arts in 1965. 


The major contribution made by the National En- 


dowment for the Arts to our cultural life has not been 
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the number of performances, exhibitions and programs: 

it has made possible, but rather its rede in a ixpunatcal 
the ae pork base for all the arts in Ae creck! Increased 
access to the arts has led to more personal involvement 
and more alg Nie from a apanths number of individuals, — 


corporations, foundations: city, county, and state 


governments. 


Contrary to the Administration's position that 
increased federal support has lessened contributions 
‘ 
from the private sector, it is clear that private 
support has increased as a result of federal support. 
During the past five years ih San Atte nee while Na- 
tional Endowment for the Arts funds increased by 45 per 


cent, corporate support increased by 400 per cent, indi- 


vidual contributions by 100 per cent, and contributions 


from city government by 300 per cent. Thus as a share of 
total revenues, federal support actually declined during 


this period by 25 per cent. 


Clearly, federal support has not decreased private 
initiative. What it has replaced is the level of con- 
tributions made by the artists. As a result of federal 
support, the musicians in the San Antonio Symphony now 
face only 16 weeks of unemployment rather than the 22 
weeks they faced in 1970. Actors and dancers who for- 
merly had to go to New York to seek jobs now have op- 


portunities for professional employment in San Antonio. 
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As a result of more commerical galleries and a more know- 
ledgeable buying public, individual artists who formerly 
had few outlets for sale of their work now have a better 


chance of supporting themselves and their families. 


Unfortunately, the Administration's position with 
regard to federal support is based upon a myth. It is 
the myth of the individual arts patron. This myth sug- 
gests that the arts have been and might once again be 
supported solely by some wealthy individual or perhaps a 
corporation or foundation which takes an interest in a 
struggling artist, a dance company, museum, orchestra or 
theatre. This myth pervades the media and the history of 
the arts to the extent that many eri ers and institutions 
have come to believe it themselves. There have 
been and will continue to be a small number of private 
patrons who have the financial resources and inclination 
to contribute to the arts, donate paintings to museums, 
or leave bequests to cultural institutions. However, 
these donors provide only a miniscule portion of the tota 
revenues necessary to sustain the arts in this country. 
is no more realistic to suggest that private patronage 
will sustain our public arts institutions than to sug- 
gest that a contemporary Andrew Carnegie will reappear 
to support our nation's public library system. The 


reality is that the arts in America are held together 


1 
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by a loose patchwork of small contributions, subsidized — 
Pay ; ivig 9ig89 

admission fees, grants and endless fundraising activities. 

There is not a director of any arts organization in America 


that doesn't spend more time worrying about fundraising 


than, aboute apts 


If there is a patron of the arts in the United 
States today, it is the network of over 2,000 local 
pibies and private arts agencies. These agencies work 
on a daily basis with their cultural institutions, com- 
munity organizations, artists, lgcal governments, busi- 
ness firms, corporations and foundations to sustain and 
increase financial and community support for the arts 
at the local level. Collectively, these agencies, with 
their local organizations, state, regional and federal 
agencies help raise over $1,000,000,000 annually to 


keep the arts alive in America. 


The Arts Council of San Antonio is only one local 
arts agency which has been assisted in its work by the 
National Endowment for the Arts. At a crucial period 
in our development, NEA support was responsible for 
keeping the doors of our agency open. As a result of 


one $25,000 grant, the Council was able to continue 


its programs and has since emerged as one of the na- 


tion's leading arts agencies. Since 1975, NEA grants 
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to the Council totaling $307,000 have stimulated in- 
creased public and private contributions for the arts 

in San Antonio by more than $10,000,000. The cuts which 
have been proposed for the National Endowment for the 
Arts would entirely eliminate federal support to local 
arts agencies. The cuts would also eliminate the re- 
gional representatives who provide the major conm- 
munications link for local arts agencies with the N.E.A. 


Such results would have a catastrophic impact on our work. 


Federal support has been meaningful because, like the 
Biblical loaves and fishes, it has been multiplied many 
times over by private, corporate and local government 
funds. Continued significant funding is vital. What- 
ever cuts are necessary fh dba both reasonable and 
phased so that they may be absorbed in a way that will 


minimize their adverse impact. 


Our Federal government currently provides less in 
direct support for the arts than any other civilized 
country in the world. It has been a small cost indeed 
for the maintenance and expansion of our nation's rich 


cultural heritage. 
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COMMUNITY OF ARTISTS 


WITNESS 


SHIRLEY TRUSTY CORERY, SUPERVISOR, CULTURAL RESOURCES, NEW 
ORLEANS PUBLIC SCHOOL DISTRICT 


Mr. Yates. We will hear next from Shirley Trusty Corery, Super- 
visor of Cultural Resources, New Orleans Public School District 
who has to catch a plane. 

Ms. Corery. Thank you very much. 

I appreciate the opportunity to speak. It really has been a very 
marvelous day and as I have listened all day long and at this 
particular moment following big business, which I do not represent; 
following a whole world of talented artists, I am not one, I wonder 
what I can possibly say in this testimony that is appropriate and 
can provide any kind of new insight to anything that has been said. 

I would like to say that I think I represent the other side of the 
coin, the recipients and individual citizens and arts administrators 
in the public school system. All day long I have been listening to 
the testimony and evaluating what is my own community in New 
Orleans which is quite a charming city in itself, it is enhanced by 
the fact that the arts are a very vital part of it and I can turn to 
all of the cultural organizations in our city from the symphony to 
the opera to the lower Ninth Ward to the contemporary art center 
and. to many, many others who have all been enhanced by the role 
of the National Endowment. 

The one message I think that I would like to share this afternoon 
that perhaps might provide some new affirmation to that which 
has already been said is looking at the case study of one public 
school system and seeing if that also is part of this large fabric of 
the catalytic role that the Endowment has. I will tell you that the 
answer is going to be yes in case you think there is any suspense 
about it. 

However, let me say that we are approximately the 30th largest 
public school system in America. We are an 838 percent black 
population school system. We have about 86 percent of our children 
on the free lunch program. We are not a rich school district yet we 
have been able to make the arts a part of what we are about 
because we find it essential to that whole balance of what everyone 
in this room has been talking about all day, the quality of life in 
school districts where the arts are not considered a main priority. 

We have been enriched by the Endowment through a variety of 
programs specifically through the Artist in the School Program 
now known as the Artist in Education Program and I have been so 
pleased to hear so many speakers referring to that this afternoon 
because I do think that that is the heritage of what we are going to 
have to offer for the future, it is where our future audiences are 
coming from, it is the kind of commitment that we are building to 
civilization when we offer that to the young. I have seen children— 
not hundreds of children but thousands of children—over a long 
period of time. 

I have been for 12 years in this particular job and I have had 
support from the Endowment from the beginning. We opened our 
high school of the performing arts with assistance of grants from 
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the Endowment that brought in visiting artists that set a certain 
standard for what the role of the arts should be. We have had 
artists interact with our young people and therefore they have 
been able to see better and to hear better and open their ears and 
thoughts and imagination and minds in ways that they never 
would have been done before. 

To me if we had to put a theme on what has happened today, it 
seems to me the greatest topic of conversation is one now called 
the Significant Dollar because that is what this whole NEA sup- 
port has been about, the significant dollar. 1 really don’t think that 
anyone in this room, and hopefully any members of the committee, 
could find any other aspect of government where the dollar has 
had greater impact because over and over again we have had the 
testimony of how it was matched and double matched and triple 
matched and became the seed, the leverage, the catalyst, the trig- 
ger. The words flow on and on and on today in a very lovely 
pattern. 

I just would like to share with you our own little school system. I 
_ Can assure you, because it has happened every year for the last 10 

or 12 years, if I put a $10,000 line item down in my budget, I don’t 
get it; but if I put a $10,000 line item down for NEA match, I get it, 
and I have. I represent one school system of 17,000 school districts 
in this whole United States and I am not atypical, it is happening 
Over and over again. 

I just would like to leave with saying I am going back to budget 
cuts and preparation in my own schoo! district. I sent a letter out 
several weeks ago based on the Artist in the School concept. Our 
schools have become so accustomed to the Artist in the School 
concept that they certainly don’t even begin to meet our needs in 
this area but they have loved the impact that the artist has 
brought to that individual school and now we have had so many 
individual schools that the great underground of the teachers and 
the parents and the children have started spreading the word and 
something very extraordinary is happening out there, the same 
thing I hear happening all across the country, and that is that the 
little bit of money that the Endowment has put up has made such 
a significant impact that it is generating much, much more money 
than it has put out and most significantly it is also generating 
another kind of attitude, and you cannot put a value on that kind 
of impact. 

My poor school district is willing to put up from individual 
schools—not all of them, not even 50 percent of them, but a signifi- 
cant percentage of them are willing to take money out of their 
cake sales, their football games, some small tax leverage money 
that we have now for the the first time in 15 years and help put up 
money so they can have in this particular case a visual artist in 
the schools. Now I find that absolutely astonishing and I can 
assure you it would not have happened without the NEA seed. 

I will close with saying that many years ago the Endowment 
helped us and helped set a standard for our high school of the arts 
and helped us to bring artists in in that people impetus to both 
faculty and teachers to many young people who have made their 
mark in the arts. One of the young men who graduated from our 
school of the arts and then went on to Eastman School of Music 
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under a scholarship and has received many national awards was 
just hired back by our school district under jazz artists in the 
school grant and we are thrilled to have him. I have seen it come 
full circle in such a short time. Now the district paid for the school 
and it will continue to do it but the role of the Artist in the Schools 
has been helped through the Endowment and we are most grateful. 

Thank you for this process of being able to share this with you. I 
really hope that we will all have the chance to grow and continue 
to grow because there is a beautiful momentum out there and the 
dollar support that the House and the Senate can give the arts is 
truly going to make it significant. 

Mr. Yates. Thank you very much, Shirley. That was a good 
statement. Have a safe trip home. 

Ms. Corery. Thank you. 


ART MUSEUMS 
WITNESSES 


RICHARD OLDENBURG, DIRECTOR, MUSEUM OF MODERN ART, NEW 
YORK ys 

BUDD HARRIS BISHOP, DIRECTOR, COLUMBUS MUSEUM OF ART 

ROBERT MONTGOMERY SCOTT, PRESIDENT, PHILADELPHIA MUSEUM 
OF ART 

TED COE, NELSON GALLERY, KANSAS CITY 


Mr. Yates. We have three listed here and there are four present. 
Who is the bonus? 

Mr. Cor. The bonus is Ted Coe, Nelson Gallery. 

Mr. Yates. Is that gallery in Kansas City? 

Mr. Cok. Yes, sir. 

Mr. Yates. Beautiful Oriental art, is that right? 

Mr. Coke. Yes. 

Mr. Yates. Mr. Oldenburg. 

Mr. OLDENBURG. Richard Oldenburg, Director of the Museum of 
Modern Art, New York. 

Mr. YATES. Why didn’t you bring Sema Clausi with you? 

Mr. OLDENBURG. He is out in Las Vegas at the moment. 

Mr. YATES. Go ahead. 


TESTIMONY OF RICHARD OLDENBURG 


Mr. OLDENBURG. I would like to begin, if I may, by adding my 
thanks to those already expressed to the subcommittee and to you, 
Mr. Chairman, for the attention you have given today at a time 
when we have all had reason to fear that funding for the arts 
would get lost in debate over far larger sums. I think it has been 
really very comforting and encouraging to all of us to see the care 
and thought that has been applied to these matters of serious 
concern to us. 

If anyone doubts it, I can assure any member of this subcommit- 
tee that anyone associated with museums shares the general feel- 
ing that efforts are needed to control inflation. Museums are par- 
ticularly vulnerable to inflation. We have very high fixed costs in 
guarding our galleries and caring for our collections. These costs 
cannot be passed on without making admission fees absolutely 
prohibitive, so we know what inflation means to us. 
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If the price of efforts to control it is in the current most popular 
metaphor “belt tightening,” we will have to accept that and will do 
our part. However, I think it has to be noted that we feel the belt 
is awfully tight right now. Mr. Abravanel said this morning that 
we ought to be careful that the belt is not tightened around our 
hearts and souls. I am afraid that Toni Morrison may have been 
closer to the truth when she said we better be careful it is not 
tightened around throats rather than our waists. 

With all of these needs for sacrifice it seems very difficult to 
justify on economic grounds or even to accept in some mode of self- 
sacrifice a cut as drastic as the one that has been currently pro- 
posed for the NEA and as well, I might add, for other programs 
affecting the art and art museums among them. Applied to the 
present level of arts funding which is already modest and very 
small in the context of the overall budget, the cut on the order of 
50 percent will have an impact on the arts community far out of 
proportion to any impact on the budget or the national economy. 

On economic grounds it seems very clearly excessive and quite 


unfair. However, the rationale given for proposing reductions of 


this magnitude is not really economic. We are told that Federal 
support should be substantially reduced to reverse a perceived 
trend, that the Federal Government is being seen as the financial 
patron of first resort for individuals and institutions engaged in the 
arts and further that this has resulted in a reduction of the role of 
private individuals and corporate support in these key areas. Final- 
ly, it is noted that in this general context funding for the arts is a 
relatively low priority item. I think these premises are not only 
deeply dismaying but quite wrong and I would like to take them in 
turn. 

As for being the patron of the first resort, I don’t think the 
Government has ever been nor should it be. For most institutions, 
as we have heard from other people, the NEA support has amount- 
ed at most to approximately five to seven percent of the annual 
budget. The larger institutions like my own it has usually been less 
than that except for extraordinary systems like challenge grants. 
Modest as this is, however, it has been enormously productive and 
quite essential. 

There has been discussion how a large institution is less suscepti- 
ble to problems because of a small cut to them or some of the 
smaller institutions. I can tell you this is not true in the case of 
museums. We have an initial responsibility to cover our necessary 
basic operating costs, the ones I have mentioned—the care of the 
collections, the galleries, all that we have to do before we open our 
doors to the public. When all these are paid there is often very 
little left, in fact sometimes by that time we are already in a deficit 
situation. 

What this means is that the NEA project grants have provided, 
along with the matching grants that they have generated, often 
more than 1 to 1, sometimes 3 to 1, 4 to 1, and that should be the 
critical margin of support for major museums services. Some of 
these are less visible than others; they are no less important in 
terms of the proper responsibilities of the museum. Because these 
activities are less visible, it is often difficult to attract private 
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support. Recognition of their importance by an NEA grant has 
been crucial in developing other funding. | 

I might add that it is no secret to anyone who raises funds that 
sometimes private support is not all that eager to pick a particular 
project solely on the basis of quality, it will have some other kind 
of appeal. One of the advantages of an NEA grant is that with the 
peer review process it is picked on that basis, on its importance 
within the field, and this is enormously important. 

A few examples of some of these less visible activities that have 
been supported by the NEA at my museum, just to give you an 
idea, are research and conservation techniques, painting restora- 
tion, preservation of films in our library, catalogs of the collections, 
museum internships. We are obviously all very well aware of the 
more visible activities supported by the NEA which have been 
essential in encouraging the growth of corporate support. Above 
all, of course, the special exhibitions ranging from lesser known 
exhibitions through most recently our great Picasso show in New 
York. 

NEA grants have also supported circulating exhibitions to other 
institutions and made it possible for us to share our collections 
with other museums across the country. There also have been 
programs for special constituencies—for the handicapped, the stu- 
dents, the senior citizens. Finally, of course, challenge grants have 
helped us substantially to work toward our goal in the major 
capital way. In sum, without the NEA and the support it has 
helped us to develop, museums would be very different today, they 
would be more the passive repositories they were criticized for 
being 10 years ago than the very active cultural centers offering 
the pleasure and education to a large and growing public which 
they have become. . 

Now we have also been told that these grants have reduced the 
role of private, individual and corporate support. 

Again, as you have heard from many people today, this is simply 
untrue. The NEA grants have acted as a stimulus, as a catalyst. 
You have heard the figures of enormous growth which have been 
cited here. Our experience with museum modern art is much the 
same. Private annual support for general operations has more than 
doubled within the last five years in spite of carrying on an active 
capital campaign. Within that total corporate support has grown 
more than 300 percent. Corporate support for special projects, often 
matching NEA grants, has grown from virtually nothing 10 years 
ago to almost $600,000 last year. 

Anyone familiar with fund raising knows very well the effective- 
ness with private and corporate contributors of the opportunity to 
share support with the NEA. It extends the impact of funding, it 
stretches the grant further to source of prestige to be in a partner- 
ship with the Government. It is also a source of reassurance and 
confidence that a project is worthwhile. I was glad when Mr. 
Saunders of Philip Morris mentioned an enormously important 
area for any modern museum the fact that NEA grants are par- 
ticularly significant in the area of contemporary art. 

It is ironic to look back and remember that when the whole 
question of Government funding for the arts came up one of the 
potential criticisms was that this funding might be too safe and 
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conservative and would inhibit the presentations by museums. In 
fact, of course, the effect has been quite the opposite. The NEA has 
led the way in sponsoring and helping us to put on contemporary 
art whereas the private sector has been more attracted to the safer 
historical shows. The NEA grants have been crucial in persuading 
more and more to take these risks. 

In sum, there haven’t been any reductions, quite the opposite, 
from the NEA. Yet we are asked to believe the private and corpo- 
rate sources could replace the Government aid if it were with- 
drawn, so I think we have worked too hard to build the resources 
on which we are drawing now to believe that we have left too 
many of them untapped. 

There will also be far greater stresses on the corporations and 
the foundations to compensate for reduction in other services. I 
will tell you frankly that we are already hearing now, whether in 
truth or as an excuse, from corporations and foundations that they 
are being beseiged with new requests and that they want to re- 
order their priorities with the strong implication that the arts 
might be reduced in that priority list. . 

This brings me to my final point, the statement that art support 
is a low priority. As a practical matter I think that this kind of 
statement, if accepted, could really be devastating. If the Federal 
Government thinks this, what will be the effect on the others? The 
States as well as the corporations when we have seen the major 
growth in State support from the figures cited for $2.6 million in 
1966 to $110 million today, how are we going to tell our State 
legislators that we think this is as important as we have tried to 
persuade them it is if the Federal Government clearly shows that 
they don’t think so? | 

Also in the corporate world I think we should recognize that art 
support is more fragile than it may have appeared from some of 
the testimony today. It has been hard to extend the range of 
companies prepared to give to the arts; it is safer to give to educa- 
tion and other philanthropies, there is no controversy and share- 
holders will accept it with greater ease. I am afraid that some of 
these corporations, much less the ones that we have not been able 
to lure out, may accept the lead from the Federal Government for 
some relief even and draw back and go back to the safer sources. 

It is particularly serious that this should come at a time when 
museum needs are growing and will continue to do so. In part this 
is a result of the larger public that we built. The rising attendance 
means additional costs, demands for services, demands for greater 
space. Also, we have new provisions, very proper but expensive, for 
special constituencies like the handicapped. We also have to worry 
about the care of our collections which are, after all, the treasures 
of our country, the pride of our museums, in view of rising fuel 
costs and the necessity for climate control. 

Finally, the rising costs of exhibitions of which we are well 
aware. | hate to think of what a show like Picasso or Lacsusan or 
Tutankhamen will cost five years from now, and in fact it probably 
won't be put on. In sum, I think we very badly need the mix of 
support, not a reduced support from the Government. Perhaps in 
the current context it is not possible to see it raised but that mix of 
the private and the Government to share the burden with none of 
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them predominating I think is absolutely vital to the health of the 
arts. 

I must say in conclusion that I find it ironic that we should 
really find ourselves back where we were years ago having to 
defend the concept of Federal support for the arts. It is ironic 
because in the last 10 years with the enlightened support of the 
NEA the arts have not only flourished but they have developed a 
long, successful track record in creative accomplishment to public 
service. It has been highly cost effective, serve a large public at a 
very low cost. Stimulated local economies generated many times 
the investment in new and additional support. : 

In terms of the old-fashioned virtues now being extolled, where 
more than in the arts community can you find general examples of 
some of those virtues, of self-help, initiative, dedication and, God 
knows, parsimony. These qualities should be rewarded, not penal- 
ized; in fact, they should be prized for the inspiration the arts can 
give in adverse times, perhaps even more so in the good times. 
While the Government continues to support industry, agriculture 
and other vital areas of our economy with special incentives, I 
think it would be odd—if I may be forgiven, I think it would be 
rather shameful particularly in comparison with other developed 
nations if we assign a far lesser priority to the arts which do so 
much to form and represent our national spirit and character. 

Thank you, Mr. Chairman. 

Mr. Yates. Thank you. 

Mr. Bishop. 


TESTIMONY OF Bupp BISHOP 


Mr. BisHop. Mr. Chairman, I am Budd Bishop, the Director of 
the Columbus Museum of Art in Columbus, Ohio. 

Recently Time magazine in assessing the future of President 
Reagan’s proposed cuts mentioned. that the cuts for the NEA would 
probably be partially restored due to the efforts of the most articu- 
late lobby in the Nation, and I sincerely hope that is true. From 
what I heard today I think that may be indeed the right appella- 
tion for this remarkable assortment of people, and I feel honored to 
be among them, to be able to tell you how I feel about this pro- 
gram. 

In fact, the most remarkable thing I heard today was that the 
NEA has, with what I consider to be rather meager funding, been 
able in the 15 years of its existence to touch nearly every institu- 
tion, every individual artist and every person in this country and it 
is amazing to me that nearly any museum director in this country 
could be here at this panel today to give you an incredible history 
of NEA support that has contributed in some way to the remark- 
able growth in the institution it represents. 

Former Governor Dixy Lee Ray though in an address to the 
American Association of Museums in 1977 said: “Don’t forget that 
in public funding, and I am sympathetic to your cause, in questions 
of concern and public funding and during pressures on the budget 
the arts will always be the first to go.” That was engraved in my 
soul in 1977 and I had hoped it was not true because in increased 
funding over the years the NEA seemed to assure that this very 
healthy support from the Government in a minor partnership 
would continue in the catalytic role it has played. 
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E Something that has not been brought out today is that the NEA 
_ is not supporting the arts to the degree that they need that dollar 
_ to survive. The NEA is involved in research and development and 
the moneys that the Federal Government has committed through 
the NEA have not so much kept institutions like ours alive but 
have permitted them to conduct those programs that would ordi- 
narily not be funded for one reason or another. It is the same thing 
as giving a doctor who has only an idea that he might be able to 
solve a disease the opportunity to see if he can. The other fact is 
that although we are all here speaking from the arts today the 
issue here is not a single constituency issue. Just because we repre- 
sent the arts in a primary way does not mean we are not repre- 
senting the majority of the U.S. citizens in terms of asking for the 
Federal Government to retain a role in the arts. 

I would like to speak directly to a question from Mr. Loeffler 
before I make some of the remarks I prepared, and I do have a 
prepared statement which should be entered in the record. 

The question of the amount of the cut and whether it is crucial 
or not and whether a 50 percent cut which is half of two percent of 
our organization’s budget really represents something that we 
cannot absorb. I think that the real issue here is that a 50 percent 
cut in the NEA is going to cause a drastic revision of the entire 
cast of the programs in the NEA and where there may be fewer 
dollars I think that in order to keep the programs viable some 
programs will continue to give grants in the amount they have and 
others will disappear all together and that could be a tragedy 
because the NEA’s greatest role in my opinion has been to set 
national priorities in the arts, not to fund them and not to be the 
first resort for funding but to say it is imperative for museums to 
conserve their collections and we will fund those efforts rather 
than other activities that can be funded at the local level and that 
are properly funded at the local level. 

I would like to tell you that I represent a mid-sized museum and 
I am sitting here among giants. Columbus, Ohio is the premier test 
market for new products in the United States which is another 
way of saying that if it will go in Columbus, it will go anywhere. 

Mr. Yates. I thought it was Peoria. 

Mr. BisHop. It is Columbus. That’s our main claim to fame. 

Our museum has a budget of only $1.25 million a year, 60 per- 
cent of which is raised annually from the community, 68 employees 
and 700 hard-working volunteers. I haven’t heard enough credit 
today given to volunteers and how much in dollars they contribute 
in time to museums. I want to set modesty aside and say that no 
museum in my knowledge has done a better job in the last four 
years of correcting all of its financial health problems than ours 
has in the past four years and it is significant that we did this with 
the challenge grant from the NEH but supported by the NEA. 

We balanced the four year budget while paying off a $400,000 
debt, raised $3.5 million for our collections through finances, 
through cash and gifts and raised more than $1.1] million to match 
NEA project grants. This is in the community of a million people. 
We are in very good financial health and we can continue to 
operate under normal conditions if inflation can be arrested. The 
issue for us is that the grants made by the NEA are in areas of the 
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unglamorous projects of digging out the things in the basement and © 
making sure that they are properly protected, seeing that storage 
areas are properly installed, seeing that security systems are up to 
standards and the climate control systems are working properly. 
Those things don’t come from foundation funding, they don’t come 
from corporate funding, they come from stimulations of catalytic 
grants and then money raised from special interests in the commu- 
nity. 

The panel system has another merit which may have been © 
stressed here but it needs to be restressed and that is that among a 
group of my peers in the field I am glad when we get approval of 
an NEA grant because it informs me, out of touch all together 
every day in the field, with the fact that we are on track with what 
is important in this country and abroad in ideas that should be 
espoused and should be carried out for our citizens. 

The other point is that the NEA has said this represents a 


national patrimony. What these museums hold all together though- _ 


out the country should be shared as much as possible and the 
people in the South should get things that are held by the fortu- 
nate cities of the East and the people on the one coast should see 
what is treasured on the other coast and the grants from the NEA 
have greatly facilitated this interchange. I would not have it any 
other way because my museum is the recipient of all this largess. 
We have things from the Museum of Modern Art and things from 
the Metropolitan Museum in Columbus, Ohio thanks to the kind of 
generation of spirit of cooperation that comes from both our own 
sense of cooperation and from what the NEA has fostered. 

I would like to speak briefly to the fact that I am glad today that 
all of the gentlemen from corporations reinforced what we have 
found sitting across from the corporate desk which is that the 
funding is not going to be there in the kinds of amounts optimisti- 
cally estimated by the administration from corporate sources, and 
the individual sources in private funding are already strained to 
the breaking point. Foundations in my experience are redirecting 
some of their interest to other programs possibly to take up some 
of the anticipated slack in government spending and we are finding 
that we have been flat for four years in growth. 

Our annual growth rate has been less than $50 million a year 
net new dollars and we don’t get a single gift in that size and yet 
that is the average annual contribution from NEA for projects for 
us to fund outside our operating budget. In my concerns the NEA 
has stimulated my community to drag itself up by its bootstraps to 
look at its problems and to deal with them up front. A 50 percent 
cut is untenable and besides it is not big dollars. I think it has been 
a little argumentative that saving $88 million, and we are talking 
about billions in other programs, really represents anything more 
than a punitive cut for the arts because it is easy to do politically. I 
hope that Mr. Harris is right and it won’t be easy to do. 

Mr. YaTEs. I hope he is right, too. 

Thank you. 

Mr. BisHop. Thank you. 

Mr. YAtTEs. We will hear now from Mr. Scott, President of the 
Philadelphia Museum of Art. 
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Mr. Scott. I am Robert Montgomery Scott, the President of the 
Philadelphia Museum of Art, and I am a volunteer in that I am 
not a member of the staff of the museum, I just spend half my time 
there. I am also on the board of the Philadelphia Orchestra which 
adds to my interest. I have served as president of the Pennsylvania 


_ Ballet and on the board of the Philadelphia Opera and I am cur- 


rently a trustee of the University of Pennsylvania. Everything that 
happened today, I endorse the comments of those who have said so 
much so eloquently. 

I will be very brief, partially as an expression of gratitude to you 
and to other members of the committee who have heard so much 
and partially because there is not a great deal that I can add. I 
would like to summarize by saying that I think there are four 
things which the National Endowments for the Arts provides. One 
is it is the leadership which is quite proper for the Federal Govern- 
ment to be displaying in the arts field. Secondly, it is the imprima- 
tur, as you have so rightly said, which provides guidance to other 
benefactors in the area. Third, it stimulates gifts. Fourth, it pro- 
vides help for a great many worthwhile projects, many of which we 
benefited by at the Philadelphia Museum of Art. The leadership, 
the imprimatur, the stimulation, the support of specific projects 
fall into another category but they are all very important aspects 
of the work of this endowment. 

I suggest in answer to the questions which have been asked by 
other members of the subcommittee that block grants will not 


_ provide those things. We have also been asked what would happen 


if we were cut out entirely at the Philadelphia Museum. Probably 
the most tragic single thing that would happen is we would let go 
two apprentices and two others who are learning the field of con- 
servation. We have a superb conservation department and we prob- 
ably would not be able to afford to keep them at all and therefore 
they would be forced out of conservation work probably for lack of 
another way of being funded. We have been asked over and over 
again by Congressman Loeffler could we make it and I think the 
answer to that is no, we could not make it at the current level, 
that we could not make up what we have been getting from the 
endowment. | 

Much has been said about the corporate side but I can only 
emphasize that I believe in Philadelphia the individuals’ contribu- 
tions which are the most important are being pushed almost as 
hard as they can and in the next two years I do not see that we are 
going to be able to make up the kinds of cuts which are being 
proposed. And even referring to Bill 501, if that were enacted, and 
each one of our 17,000 members decided that they would contribute 
an additional $10, that would give us another $170,000 which would 
not make up for the kind of loss which is being contemplated by 
this cut. 

Thank you very much. 

Mr. Yates. Thank you. 


TESTIMONY OF TED COE 


Mr. Cor. Mr. Chairman, I am Ted Coe from the Nelson Gallery 
and I came along as a representative of the AAMD, the directors’ 
association. I was asked at the last moment to jump on board here 
so I am the man who came to dinner, so I again will make it very 


brief. 
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Mr. YATES. Good. 

Mr. Coke. It seems to me that while—— 

Mr. YartEs. I didn’t mean to imply anything. 

Mr. Cor. You gave me one minute the last time, maybe this time 
you will give me two. 

What I want to mention is that nobody really, I think, has 
addressed what the NEA is—they have addressed what it does, how 
it funds, how it helps the museums—so in the end of all this I — 
would like to say that the process of the NEA in terms of leader- . 
ship in the visual arts and museology in this country is really very 
important. It has gone on now for enough years so that it actually 
is part of the heritage of the way we do things in the visual arts, 
particularly in museums right now in this country. 

The NEA panels, both the grant panels and the policy panels, 
‘are appropriate and possible only at the national level. That an- 
swers the question that I think was addressed earlier. It is a 
different process and there is money at the State level but there is 
not the same kind of national supervision which concerns quality. 
That is one of the major forums for sharpening resolve in muse- 
ums, for exploring techniques that can be new. We are finding out 
what our purposes really are is really at those panel meetings. 

I served for three years on the NEA museum panel and have just 
retired as the chairman and while I do not miss all the verbiage of 
those panel meetings nor the Murphy beds you have to stay in and 
break your neck when you come here, I do very much miss the 
experience and the sense of exchange and knowledgeability of what 
the others in my field and my colleagues are doing. It is a high 
level process and I endorse it simply as a process of leadership in 
the arts in this country. So I really thank the Government and the 
enabling appropriations and the NEA staff professionalism which I 
have found very high for furthering my education as a museum 
man in keeping myself abreast of the profession that I am a part of 
and through that participation, Mr. Chairman, I feel a little more 
sanguine about being the steward of a truly great cultural re- 
source. 

If I can make one other comment, and it was really addressed to 
Mr. Loeffler—— 

Mr. YATEs. I will tell him. 

Mr. Coe. It is not a question of five percent or 95 percent, it is a 
question of the weight of where that money goes. For example, if 
you get money from the NEA through the grant system or support 
system, you might get a show up under another means of financial 
support and then you would not have anything to do with it in 
terms of interpretative programs which tops the whole thing off 
and makes it possible. You might be able to keep your doors open 
operationally on that so-called mythical 95 percent you were talk- 
ing about on the theoretical side but there is that other five per- 
cent that makes the exhibition possible, that brings the people, 
that makes the whole thing meaningful. So it seems to me that it 
is not a question of 95 percent and five percent, it is a question of 
weight and where that money goes and that sometime if anyone 
knows in any endeavor, in business or anything else, it can be that 
two percent for R&D that puts the whole product over. It is the 
same thing with museums. 


j 


‘¢ 
‘ft 
Ms 


> 
o. 


957 


The other thing is, I will mention this and it will be the last 
thing I will say, I am not so sure that your constituents out there 
in the hinterlands are that much against the arts. I felt there was 
a certain shadiness of opinion about that and I would like to 
mention one thing that happened in Missouri, and I wanted Mr. 
Loeffler to hear this, too, and that is our former Governor decid- 
ed—he is no longer Governor—that the easiest thing to cut to get 


the Missouri budget more in balance would be the State Arts 


Council moneys and he immediately proposed taking out $1 million 
of that. We are only the second Arts Council in the country and we 
os a scurrilous financial budget and that was an awful blackout 
of it. 

He thought he could do this easily. Who had ever heard of the 
arts? Who had ever heard of the Missouri Arts Council? Who gave 
a damn? Did he get a lesson taught him—not only at the lobbying 
level, not at the museum directors’ complaining level but right 
from the grassroots—and that money had to go back in. He was the 
most surprised Governor that ever was and I hope that is exactly 
what will happen when this process goes on further in terms of 
support for the NEA. 

Thank you. 

Mr. Yates. Thank you, gentlemen. Thank you very much. 

Mr. Lomax has to leave. Mr. Lomax, come and sing your song. 
We are delighted to have you, Mr. Lomax. You have been waiting 
patiently as have the others and we appreciate your coming before 
us to speak on behalf of your craft. 


FOLK ARTS 
WITNESS 
ALAN LOMAX, ANTHROPOLOGIST AND FOLK HISTORIAN 


Mr. Lomax. My name is Alan Lomax. I am a research associate 
at Columbia University and I spent my life working with the 
folklife in America. 

I come to speak for the constituency that has not been specifical- 
ly and openly mentioned in the hearing so far, the folk art section 
of NEA and the expansion art section. I would estimate that the 
constituency of these sections amounts to something between fifty 
and one hundred million people. If you add the population of 
American Indians to the blacks, to the Chicanos, to the people of 
foreign origin and to the people of Anglo-Irish origin who really 
formed part of the working class and liked the music from Nash- 
ville, we will get about anywhere from 50 to 75 percent of the 
population. 

Now these people are the ones from whom, it seems to me, much 
of the original culture of this country has come—jazz, the blues, 
the spirituals, the cowboy songs, the legends on the land, the 
naming of the land—and yet they are the creators who have been 
the most neglected. Their creative impulses are under the most 
severe threat from our highly centralized culture. 

We have a culture which for the first time in all history invades 
every community with a centralized communication system, with a 
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centralized education system, so that whereas formerly there were 
bubbles of isolation in which language could grow and in which 
new tunes could grow and in which neighborhood arts could devel- — 
op and in which the ethnicities could perpetuate their own cul-— 
tures, now suddenly in the last 15 or 20 years all of these magical 
bubbles of cultural growth all over the world have been smashed 
and the condition is especially severe in our country. I think it is 
the basis for a lot of the national malaise, a lot of the national — 
feeling of alienation, the old saying you can’t go home again be- 
cause the culture has been broken, there is nothing to go back to. 
You can’t go home again because the old speakers and singers and 
dance leaders and lovely people and customs have just been wiped 
out by advertising systems, merchandizing systems and this gigan- — 
- tic commercialized amusement system that has grown up and now ~ 
begins to overshadow all culture, elite culture and folk culture 
alike. st faye 
Now this country has had a very different history than any other — 
nation on earth, it is the end point of all human migrations. First — 
of all the Siberians came and settled here, then the people from 
the Mediterranean countries and then Africans and then north- 
west Europeans and now the whole world has come and we have 
actually the richest and the most varied of all human cultures but — 
this whole aspect of our life is neglected by our focus and our belief 
that culture must somehow be national and unified and that we 
must all be interested in the same sort of thing. 

Actually, it is from this extreme variety that our culture repre- 
sents that our national flexibility had come, not only in a cultural 
sense, I don’t mean in a creative sense, but also in terms of tem- 
perament. There has been.a temperament and a personality for 
every job that America has had to tackle and we have accepted all 
this from this dear working class group of people who came with 
their bundle of stories and their bundle of tunes on their shoulders 
and landed here and did the work and opened up the land but we 
have really not given them back very much. | 

I can tell you that when this culture is noticed and rewarded the © 
effect is simply incredible. I think I am the first subsidized folklor- 
ist, I was in charge of the archival folk song when I was 21, very 
many years ago, and we had only a pittance of money to do what 
the NEA is now doing on a fairly grand scale. We recorded, we 
looked after a few singers, we gave them what we called cultural 
TLC, tender loving care. We took care of Woody and Ledbelly and 
a few other people. We introduced the banjo, we had a few radio 
programs and whatnot, and the result was we had a national 
cultural revival which you all remember. 

Mr. Yates. Are you responsible for all the guitars? 

Mr. Lomax. Well, I was the first one of those. I was the first 
folknik, yes. 

The people that we found there went on to actually start rock 
and roll. Muddy Waters was one of my finds in Mississippi. 

Now we published just a few records. 

Mr. Yates. Who is we? 

Mr. Lomax. The Library of Congress. 

Our biggest grant was $20,000 a year for total operation. We 
published a set of records. Those records went to all the schools in 
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the country and all over the world. They were the first recorded 
albums of folk music in a classical and authentic sense. From that 
has arisen an entire recording industry. Those records were imitat- 
ed everywhere in the world, they became one of America’s best 
ambassadors culturally speaking and they gave rise to an enor- 
mous music industry which at one time was one of the largest 
sectors of the American amusement field. The movement has sort 
of gone into the valley because the result is that we have folk 
festivals and folknik players all over the United States but we 
didn’t have the money to do the right job. 

We didn’t have the money to really get down into the full, rich 
texture of America’s folk variety. We didn’t have the money to 
spend on the Cajuns and on the Mexicans and on the Albanians 
and on the blacks that we really wanted to. America still remains 
unexplored. I know from my own recent trips that if we cannot 
continue to spend this small amount of money on the folk arts that 
is being spent now we are going to lose this whole heritage, it is a 
threatened phase of our world. The people who have the best 
material are now up in their 60s and 70s and 80s and in some cases 
things have entirely disappeared. 

Mr. YATEs. It is an endangered species. 

Mr. Lomax. An endangered whole aspect of our national life 
from which I think much of the health of this country has come. 
Ours is a Creole culture composed of strains of ethnicities and 
inspiration from many places. In fact, from my experience as an 
anthropologist I would say that all the great cultures in the world 
have been of mixed origin. Athens was like this and Florence was 
like this and Paris, of course. 

Now the problem is how do you get to these cultures with the 
help? It is a very difficult and specialized job. How do you get the 
money down to the authentic grassroots and help the real people? 
The Folk Arts Division has developed a technique for doing this 
and it has taken about six or seven years. They have developed a 
special kind of panel with experts. They now have their contacts 
going all over the country and for the first time there seems to be 
a home. 

Now if at the Library of Congress with our little bit of work that 
we had $20,000 a year in it there may be two or three million, I 
don’t quite know the amount, but they are reaching out; they have 
contacts now with 75 American Indian tribes. They are working 
with Turks, with Serbians, with Mexicans. The oldest play given in 
America is being supported by them which played again in 1584 in 
New Mexico. They gave them costumes and the whole town has 
now come back to support these people. 

Not very long ago I went to Georgia to see one of their folk arts 
programs. Bessie Jones, my old friend and singer from St. Simon 
Island, was there and she had a couple of our local black leaders 
taking her through all the public schools of Brunswick and as a 
result of that all the children in Brunswick can do the ham bone 
which is an African game. I called up the Superintendent of 
Schools to find out what they thought about Bessie and her group 
of teachers of Georgia culture to the local Georgians and they said 
it was the best thing that they ever had in their schools and they 
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were going to take her over and make her and her group a perma- — 
nent part of the thing. : witha 

This sort of thing is beginning to happen but it is just beginning. 
It is just getting started because the expertise is really not out 
there yet, it is just beginning to be developed. 

Mr. Yates. The NEA is helping? 

Mr. Lomax. The NEA. | 

There are a couple of things that really very much need to be 
said. The arts are not simply to sit and look at an environment. — 
The arts have to be participatory, they have got to be based in the 
community itself. Everybody has got to be able to do the arts. If 
you can’t do something in the arts, you are a sick person. If you 
don’t have any stake in the arts, you feel left out, neglected and 
alone, and incapable. More and more of our people are beginning 
- to assume this passive attitude in front of the tube just receiving 
the arts and not doing anything about them, not being any more 
the active culture makers that formerly every single human being 
was in these community bubbles that I was talking about. 

Now the NEA with the help of the Congress and the Smithsoni- 
an are doing a little bit about this but I will tell you that if the 
Government backs out of this now, it is going to create serious 
troubles for the American future. There are too many Americans 
that feel they don’t have a worthy heritage, there are too many 
American homes where the children do not respect the knowledge 
and the abilities and the culture of their parents because it is not 
the proper fine art culture. There are too many communities where 
the cuisine and the dances and the local legends have been forced 
out of the foreground by an imported culture. 

All of this is gradually impoverishing our country and it would 
be a very bitter thing for hundreds of thousands, if not millions, of 
people if this very exploratory and extremely adventurist program 
and humane program that the NEA has initiated were to be bent 
down at this moment. Imagine the audience is 60 million and there 
is $3 million being spent on this work. What is that, about two 
cents a person. About two cents a person and I have always felt it 
was an unfair proportion. I have always teased Bill and Betty 
about this that they have all the money for the symphonies and I 
think there is some truth in that. 

Mr. Yates. Maybe you ought to affiliate with the symphonies. 

Mr. Lomax. Anyway I think we are about to lose a good part of 
what has made America a nice place to live. 

Mr. Yates. Let’s hope it won’t happen. 

: ae LoMAx. I hope you people will wipe out this cut for the poor 
olks. 

Mr. Yates. Thank you, Mr. Lomax. 


INDIVIDUAL ARTISTS—LITERATURE 


WITNESS 


E. L. DOCTOROW, AUTHOR 


Mr. Yates. Are the literature artists here? 
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At long last, Mr. Doctorow. I am sorry you had to wait so long. 
You would think you were a Member of Congress having to sit 
here all day long like that. We are very glad to welcome you, Mr. 
Doctorow. I have read the outline and enjoyed it very much. I have 
not gotten to your new one yet but I will. 

Mr. Doctorow. Thank you, Mr. Yates. 

Mr. Yates. Whatever statement you have in writing may be 


_ placed in the record. 


seated 


Mr. Doctorow. The statement is very short. As a writer, I rarely 
leave two words on a page. 

After sitting here all day, I am thinking of writing a novel about 
Congressmen. 

Mr. YATES. Congressmen have been writing their own stores and 
they have appeared on the front pages of the newspaper. 

Mr. Doctorow. Kind of an ex-novel. 

I sit in a chair and just listen. 

I appreciate particularly Mr. Lomax’s remarks just now because 
there is something I had not heard all day from the museum 
executives and from the opera companies and the various enter- 
prises that come here to testify and I just want to indicate before I 
say what this is that I think you will find from Mr. Albee and Mr. 
Price and myself that writers tend to think differently than most 
people. We find meaning in images and metaphors and stories 
rather than in statistics and in economic problems. 

Mr. Yates. Your gift is much more interesting than theirs. 

Mr. Doctorow. It is what creates a little dilemma for me person- 
ally. I don’t know about my colleagues, I don’t know if it makes 
any sense when you come here and testify on behalf of the Nation- 
al Endowment for the Arts. 

Mr. Yates. Why not? 

Mr. Doctorow. Because I have always disliked the phrase ‘the 
arts.” 

Mr. YaTEs. What phrase would you prefer? 

Mr. Doctorow. Well, I will get to that. 

Mr. Yates. I will have to wait. 

Mr. Doctorow. It conveys to me furs and black ties and cocktail 
receptions and patronage by the wealthy of the work that is tan- 
gential to their lives; it is not crucial, it does not put them in awe 
or dread or some kind of contingent notice but just gives them 
some sort of self-satisfaction. So the arts have nothing to do with 
me or with the writers generally, I think, or painters who work 
alone in their rooms most of their lives and it does not have to do 
with dancers who tear up their bodies to make these spatial de- 
scriptions of what is in their own souls. 

As a working writer I distinguish myself from the arts communi- 
ty, I don’t identify with it. When I look at the NEA board and 
program structure in the past, a very small percentage of the arts 
budget has been given over to literature, to the grants made to 
young writers and dramatists and poets. In all that time the NEA 
has found only four writers to sit on this huge collective board. 

Mr. Yates. Can that be because they leave that to the managers? 


- I have never had difficulty in establishing the difference in litera- 


ture between those who write for the humanities and those who 
write for the arts. 
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_ Mr. Doctorow. There is zibiebiy some sort of a Py 


think it goes a little further. I think the problem is” at as 3 
studied the literature of the NEA the emphasis has been on muse 
ums and on symphonic institutions, orchestras and op ere Dp 


nies, that kind of thing. 
Mr. Yates. Performing rated arts. 
_ Mr. Docrorow. So just as those entities happen to cater & 
trons in the arts, so I would suppose I would have to confes: 
I was asked that I feel this way about opera, for i tha : 
not a living art in this country in the sense that we do n not na 
ly write and compose operas out of ourselves the way leg did 1 for 2 
instance, in Italy in the 19th century and therefore ¢ n 


bas 


support by the National Endowment reflects the strong” g bias oF } 
belief in the arts is something from the past in the present. tie tge 

Now the National Endowment programs I value most are just 
those that are most likely to be lopped off. The programs of individ- 
ual grants and individual artists in whatever meeting, thera 
grams that endow directly the work of living artists, creative art- 
ists and those programs that do not*separate the arts from our « 
life and times but emphasize the connection like the artists in 
education programs, for example, the program that puts poets ‘in 
schools and I cannot imagine anything more sacredly res | 
than having a poet go into a school and lighting ins spark of | 
something in a child. Imagine what one moment of self-discovery i na 
a life of a child can be for a whole life. 

For the entire arts programs of the folk arts programs Mr. q 
Lomax just spoke of with the expansion arts, these are all bureau- — 
‘cratic terms for encouraging experiment and risk taking and that — 
is what I think is at the core of living art on the one hand and in © 
bringing artists in contact with their communities on the other. 
Those two kinds of programs for me are the ones that don’t suggest — 
a passive set of some kind of official art but involve participation 
for the ones that impress me most and these programs are just the 
ones that were granted. 

I thought in the Heritage Foundation as instruments of social 
policy of public therapy and slated for distinction are the ones I 
value. This is not an idealistic sentiment. I know as an artist it is a 
very practical item, I know, as an artist where art comes from. I 
know there is a ground song from which a writer lifts his voice and 
that literature comes out of common force. Take Mark Twain, for 
example; we cannot exclude the people he speaks for. 

Art will rise when it is least expected and usually not wanted. 
You cannot generate it with gala entertainments and $200 a plate 
dinners. You are an enlightened legislative body and you can see to 
it that you don’t ipso facto create a situation by concentrating your 
attention on arts establishments. Other people can talk how many 
billions of dollars the arts generate but to me that is beside the 
point. I will tell you that even a little artist first will put his 
money on unknown obsessive individuals who have sacrificed all 
the ordinary comforts and consulations of life in order to do their 
work and second of all it ceased to these individuals and brought 
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em into contact with their community and that is my idea of a 
national endowment. 
_ Individuals like this are not likely to be sought out by private 
_ philanthropies and the museum and opera and symphony orches- 
tra, after all, have access to private funding because some of the 
arts are the national taste of the privileged among us but the 
community that puts on its own play by its own unknown play- 
4 peieht or brings in a poet to teach a writing class at a public 
_ library contributed. 
_ I think one of the most crucial exchanges today, if not the most 
_ crucial, was your exchange with Mr. Loeffler and your feeling that 
_ there was a larger picture looming ahead, it was not just a matter 
of percentage of cuts but of eliminating the national endowment 
_ budget entirely. I recognize this is probably true and it must ac- 
count for the feeling I had that it would be senseless for me to 
testify here today. 
_ Mr. Yates. Why? 
_ Mr. Doctorow. Because again all of them proceeds across the 
_ broad front. The truth is if you are going to take away the lunches 
_ of school children, payment to miners with black lung, store front, 
} you might as well cut the budget of poets and artists and musi- 
_ Cians. You cannot rip up the texture of our national life and expect 
it to survive. If you are going to get day camp medical care for the 
indigent, scholarship help, and then reduce the unemployment 
benefits of people, you put them on the unemployment rolls and 
take away their livelihood, then I say the loss of a few pounds 
doesn’t matter; or if you are going to close down the mental ther- 
_ apy centers for the veterans of Vietnam, what does it matter if our 
| theaters go dark or if the libraries close the doors. 

Mr. Yates. The whole country goes dark. 

Mr. Doctorow. I think so. 

I said before I think in terms of pictures and stories and I have 
| to admit that the ancient theatrical character speaks to my friend 
) when I think of this administration and it is the character of the 
| evil landlord from the melodramas, the one with the black hat and 

the wax mustache who comes in and evicts the widow and the 
orphan. 

Mr. Yates. And the artist. 

Mr. Doctorow. I think for all the economic policy issuing from 
this administration, all the supply side jargon and the budgetary, I 
recognize a simple undeniable eviction procedure in which most of 
us and the widows and orphans, all except the most privileged, is a 
writer fiction. I could not get away with a portrayal of such sancti- 
monious cruelties. 

I think there is one picture that is even larger and more unnerv- 
ing to me as I conclude here. This landlord in one of his guises 
points to charts in the budget and tells us who lives and who dies 
and testifies about all the bombs and missiles we are going to have 
to build with the money we take away from the poor so that the 
final story, the largest story of all, involves a picture of guns before 
butter of what is in a sense the Sovietizing of American life so we 
turn the country into one vast army but the only trouble is an 
army allowed nothing unnecessary, there would be nothing but 
emptiness inside and everything that really gives the strength of 
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security, all the American ideals and the way we pragieaa in 
general are enlightened over the generations bring some sort of 
measure of humanities in the community to us all that will all be 
no more. f 
The final picture I have is of this vast repository of bombs and 
deep in the subteranean missile field, I think of somebody remem- 
bering a poen and reciting it and I think maybe some young soldier — 
will hum a tune or another will know the language well enough ne 
tell a story or that maybe two people will get up and dance to th . 
rhythm of the doom’s day clock ticking us all to extinction. 
Thank you. 

Mr. YATEs. Thank you. / 
Again I have to apologize. Those bells se that I have to go 
and vote. I just was going to say I have about four minutes left. © 
Shall I stay and go on or come back? I don’t want to keep you 
unnecessarily. Which would you prefer? 

Mr. Price. How long will it take for you to vote? | | 
Mr. Yates. About seven minutes to get over to the floor and vote 
and to get back here. 
Why don’t I go vote and let you two discuss the pea s day. 
[Whereupon, a recess was taken. ] 
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WITNESS 


RICHARD PRICE, NOVELIST 


Mr. Yates. Mr. Price, the floor is yours, sir. 
Mr. Price. I am here as a novelist. I have written three novels, I 
have written journalism, and I am on the Executive Committee of 
P&N, Poets and Novelists, which is about as close to a lobby group 
as I can imagine the individual artists have and it is not really a — 
lobby group. I want to talk about a few things. I will be as fast as I 
can. 
I am here on behalf of the individual artists, specifically the 
writers, because that is what I know best. I know the experience of | 
being a writer to begin with and “making it.”’ 
For anybody who wants to be a writer, a poet, a short story 
writer or novelist, you have to have your head examined; it is 
economically the most suicidal career choice you can make. In 1977 
John Leonard wrote an article, the thrust of which was that there 
are perhaps 100 writers in this country who can actually live off 
their writing and I am sure they are all novelists, too. I cannot 
imagine any poets living off their work or any short story writers, 
there is just no market for them. Even the novelists, which is I 
guess the most financially viable art form, the average writer is 
working two or three years on a book and maybe makes $10,000 if 
he is lucky or she is lucky. 
The thing is if you are an artist, you are an artist and you move 
on and you go on, you stay with it, and you do what you have to © 
do. The problem when it comes to getting grants is the whole . 
freeloader stigma, that people think that when you are an artist or 
a writer that is your avocation, they want to know how much 
money you make, they think in terms of it being a hobby and it is 
not, it is a job. It is like any other job and any serious writer has to 
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make a living other than writing and that is just about 99 percent 
of them are moonlighting, they have got two jobs, making art and 
driving a cab or being an adjunct professor or slinging hash or 
waiting on tables or whatever it is. 
ee Tt is the most grating thing to me when people say: “Oh, you are 
i writer. Oh, great. You must be so lucky, you don’t have to work.” 
put in a 50 hour week at least, I work an eight day week if I can 
get away with it. That is number one which is that making art is a 
_ job, it is a vocation, it is not a hobby. 
A $12,500 individual artist NEA grant, the most valuable use of 
_ that money is buying time because if a writer or a painter or 
_ somebody else gets that money, it is time off from that other job. It 
= . not a freebie, it is not a handout, it is an investment in excel- 
lence. ; 
t I was very disturbed by I believe it was actually President 
_ Reagan himself who mentioned something that last year somebody 
_ got a grant and wrote a one word poem to show for it, somebody 
_ else blow-torched bananas. I don’t know the specifics but it was 
something to show how—— 
Mr. Yates. The one word poem was written about 10 or 12 years 
_ ago. I was not familiar with the blow torch demonstration. 
_ Mr. Price. I am just using that. 
_ Mr. Yates. I know they use the blow torch for welding steel 
sculptures. 
Mr. Price. I just sort of threw that one out but it was something 
- equivalent. I didn’t mean literally blow-torching bananas but it was 
something equivalent, they said we are spending money for this. I 
don’t know the cases in point but I do know that winners of NEA 
grants are excellent artists, they have to be. I don’t have the 
‘statistics for the number of grants given out to the number of 
people who applied but for the CAPS, the New York State Creative 
Artists in Public Service, just in the fiction writing form there 
were 512 applicants and 12 awards. 

You have to be good, you have to be damn good, the competition 
| is ferocious. Not only that but many grant winners are proven 
| artists even before they apply because the economics, they can 

have published three or four novels and still need that grant to 

_ survive to get time off from whatever they have to do to eat. Of the 
NEA winners that I recognized last year on the list, some friends 
of mine who are novelists, all of them deserved it. I didn’t see one 
writer who I felt did not deserve a $12,500 grant. 

Just in terms of the business of the grant, that $12,500 invest- 
ment, I know you have heard a lot about how it pays back but it 
also pays back for the writer in two ways. If it aids in completing a 
novel, it might launch a career and generate an income. It gets a 
payback in commerce and taxes, but even if it does not, even if it 
winds up as a small press printing with a 600 circulation or 50 
poems scattered over 10 magazines which pay in copies as opposed 
to money or a few readings that they get or the greatest reward is 
a teaching job because now the writer who has an NEA grant has 
an enhanced reputation and they have some job security, either 
way, whether they are making a lot of money or they are in the 
same place they were at in terms of generating income when they 
started out, that is a $12,500 investment for an addition to informa- 
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tion about the American heart, the American consciousness, re- 
cording the way we live now, whatever expression you want to use 
and either way you can’t lose. I know you heard this a number of 
times today, it is a national service that writers produce by making 
books, by writing poems and the pay is abominable and the grant 
is a supplement, it is buying time. ine ae 

In terms of the private sector taking over this grant form, I feel 
like the individual artist is the most vulnerable because we have 
no lobby, we have no organization. I don’t even know who I am 
talking for. I might be talking for somebody who is waiting tables 
in Houston right now or teaching English comp somewhere in the 
South Bronx. I don’t even know who my constituents are being I 
am their representative at this moment. We cannot entertain Con- 
gressmen, we can’t take them to see Aida. 

Mr. YATES. Can’t take them where? 

Mr. Price. We can’t take them to see Aida. We cannot put on a 
performance of the Swan Lake Ballet. We can’t do anything. I 
don’t know what I am supposed to do. Can I corner you in the halls © 
of Congress and read you my manuscripts? gi 

Mr. YATES. Just send me a copy of Mr. Doctorow’s new book. 

Mr. Price. What I am saying is that we don’t even know who we 
are. We are so invisible that if it came to scrambling for grants for 
being recognized as a group, it is just too amorphous a group. The 
Guggenheim and the Rockefeller grants, they are for the more 
established writers, the ones who have careers, they are not for the 
younger writers. As far as the private endowment, I don’t know. I 
don’t have that tremendous a faith in laissez-faire when it comes to 
arts being supported by companies. 

What if I were writing a book where the villian was big business, 
do I get a grant from Exxon? What if I were writing some version 
of the the China syndrome? 

Mr. YATES. It depends on whether it was about Texaco. 

Mr. Price. Excuse me? 

Mr. Yates. I said it depends on whether it was about Texaco. 

Mr. Price. Well, all right. 

What I am saying is I don’t know. If I were William Burroughs 
and writing Naked Lunch, could I count on a grant from a big 
pharmaceutical firm? AT&T, if I were Alan Ginsberg, could I get a 
grant for writing America? Could I get a grant from Con Ed for 
writing something? And on and on. 

So if it goes to private funds, I fear that it would temper this 
subject, the writer would not feel as free. I mean take it where we 
can get it. Mr. Exxon, I guess, would be the one that judges who 
gets the grant but the people who are judging from it are basically 
his buyers and they have to know who they are buying for and I 
just don’t think it would happen. I think it would just hamper the 
freedom of expression that people have. The NEA, it being nonprof- 
it, just rewards excellence, there is no image to protect. 

The NEA in itself on the other hand for the younger writer has 
two advantages, one is that by buying that time a writer can finish 
that project faster by taking time off from that other job, he gets 
his career moving faster. 

Publishing companies are so swamped with manuscripts that if a 
manuscript comes in with once again the NEA stamp of approval it 
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is like graduating summa cum laude. It is just something that 
would help that writer get on to where he can generate his own 
income. It is a small investment that will come back to you one 
way or the other either by art that is not making money or art 
that is making money but it is making art and it is making history 
and it is making culture. 

Going back to buying time, if less and less grants are available to 
younger writers, then it comes down to an issue who can afford to 
write? It takes two or three years to write a novel. Who has two or 
three years to write a novel? You have to go out and earn a living. 
It will be 19th century England, writing will be a gentleman’s 
pursuit and the hardest hit will be the minorities, the working 
class, even the middle class. There will be an imbalance in the 
American experience recorded and there is enough of that as is. 

I am a writing teacher and in my class right now I have got two 
kids that I am very high on, one is Italian and one is Chinese— 
Italian-American, Chinese-American. I think they are 22 and 23 
and I feel like their work is so special, they are so gifted, that if 
and when they come to fruition they are going to really make a 
major contribution to the American culture but I worry about 
them because it takes years to develop that talent. 

If you are in training as a lawyer or an engineer, you step out of 
that school and you have corporations to step into jobs. If you are 
in a training in a graduate program in writing, there is nothing 
waiting for you, you are still going to be in training and you are 
still going to have to drive a cab and you are still going to have to 
teach English composition at four schools to make ends meet. 

I don’t know if these kids are going to stick with it but an NEA 
grant, if they have something like a mid point which they can grab 
for just as validation to them that, yes, this is America’s faith in 
you, we are going to reward you now, it’s coming, they will stay 
with it. I know they will stay with it. I don’t know their personal- 
ities, I just know their talents and their skills and their visions. 
They might buckle under, they might not. An NEA grant would 
really help. 

I know recipients of grants, friends of mine who earlier in their 
careers have gotten grants, some of them have gone on to making a 
hell of a lot of money after that, some of them have not, but all of 
them have published books. 

Mr. Yates. Did you ever receive a grant? 

Mr. Price. No, but what I did receive before I published my first 
book, I had a job with Writers and Teachers Collaborative which is 
also affected by the budget cuts. I was cut after five days because 
they had a budget cut. I worked only five days but what I am 
Saying is that for a 22 year old writer to be recognized as enough of 
a writer to be taken on in Writers and Teachers and the labor 
exchange for me to work with these kids, you know, to help in 
whatever way I can. I was not getting the money for nothing, it 
just gave me a little bit of belief in myself that I was being 
recognized and that was a very minor thing. I must have made 
$200 in that week or less but it was a little bit that kept me going. 

So as I said, I know recipients for grants and I know thatthe 
grants work, they help people move on. 

Mr. YATES. Good. 
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Mr. Price. But I also know a lot of people, both young people and 
older people, and they are working and they are writing and they 
are hanging by their thumbs and they deserve grants and they 
might or might not get them because as good as they are there are ~ 
just not enough grants around and there are going to be less or 
they are going to be halved, I don’t know how you are going to 
work it, maybe 6250 or just cut the number of grants but these 
people deserve to be published, they deserve the help and they are 
not getting it. 

I know you want to move on, you have been sitting here all day. 
There is one last thing I want to say. I saw an article in Washing- 
ton written up that was anti-NEA. They said there was a jazz 
musician who was conducting workshops for jazz musicians and 
grantsmanship and it was sort of like a snide point being made. 

Mr. Yates. It was indeed. , 

Mr. Price. If I had the time, the energy, if I knew how to get 
grants, I would give that same workshop because it is cold out ~ 
there and these guys need any kind of help that they can get. — 

Thank you. 

Mr. Yates. Thank you. 
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WITNESS 


EDWARD ALBEE, AUTHOR 


Mr. Yates. What have you written lately? 

Mr. ALBEE. Let’s not discuss that. | 

Mr. Yates. I loved Virginia Wolff, if one can use that phrase. 

Mr. ALBEE. I am a playwright sometimes, that is my employ- 
ment; other times I do it because I can’t help it. I have no prepared 
statement, really a few reactions to some of the things I have 
heard here today. 

Not too many months ago Mr. Doctorow and I were at a confer- 
ence in Los Angeles of Soviet and United States writers and it was 
meant to be a fairly friendly conference and it disintegrated, as 
they all do, these conferences we have with the Russian writers, 
into breakouts. Now Mr. Doctorow was talking before me, before I 
spoke, and I had not met him at this particular point. I was 
listening to him talk and I have the eerie impression of the fact 
that I was talking but my mouth was not moving. He was saying 
very much what I was going to say, so what he said here this 
afternoon is indeed a good deal of what I would have said were I to 
address myself to what Mr. Doctorow said. 

Mr. YATEs. Don’t you call that a cop-out? 

Mr. ALBEE. However, I would like to address myself to a question 
that Mr. Loeffler asked this morning. I find myself, as so many of 
us are, surprised that he is not here but I am sorry that he is not 
here. I am sorry that he is not here because he did raise a question 
this morning that interests me and it has to do with what we are 
all about here and it seems to me that it has as much to do with 
philosophy of government as it has to do with dollars and cents, 
maybe even the definition of civilization. ” 

Now I want to speak only as a private individual. I belong to a 
number of organizations and drama schools and various other 
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things but as a private individual and as a writer I have come to a 

number of conclusions about the function of art. First and primary 

is the function of art is not decorative, it is not ephemeral, it is not 

elitist. It may be that the creation of art is the only thing that 
distinguishes us from all the other animals, that we may be the 
only creature that consciously creates art. I consider it to be part of 
the evolutionary process, our tails fell off and we developed art. I 
know that in some circles evolution is not as popular as it might be 
these days but art as far as I am concerned is part of the evolution- 
ary process. 

Mr. Yates. They were drawing pictures of animals in the caves, 
weren't they? 

Mr. ALBEE. Now I also feel that in a civilization, and I use the 
term advisedly here, such as ours—Max Lerner calls us a civiliza- 
tion so why shouldn’t I. In a civilization such as the United States 
we have an extraordinary opportunity to educate the people of this 
country completely and totally, not only to see that they get 
through the tenth or twelfth grade or whatever is the minimum 
requirement but also to educate the people in aesthetics. Maybe 
the government got into the business of supporting the arts to 
begin with from perhaps even some kind of unconscious notion or 
understanding that a people that is aesthetically informed and 
aesthetically sophisticated is probably better able to govern them- 
selves than one that is not, and it has always seemed to me that 
the Government’s participation in the support of the arts is part of 
its responsibility to educate the people toward self-government. 

Now I travel around a fair amount and a number of my trips 
have been to the Soviet Union and other countries in eastern 
Europe where I have found that people are not permitted free 
access to the metaphor, are not encouraged by their government 
free exploration of the aesthetic in order to develop a higher form 
of self-government. Indeed, the opposite is true, it is nothing so 
casual as—what is that famous Washington term—benign neglect. 
It is indeed intrusion and control of the arts on the part of the 
government to deny the people of those countries access to the 
metaphor in order to understand the defintion of self-government. 

We in this country, democracy being as fragile as it is, have an 
extraordinary opportunity, it seems to me, since we can support 
the arts without censorship, without controlling them as happens 
in totalitarian societies, we have a responsibility to the education 
of our population to educate them aesthetically as well as in any 
other fashion. I think what I am trying to get at simply enough is 
that while it is wise to balance all budgets there should be an 
attempt to balance prudence with wisdom because it is quite possi- 
ble for a society such as the United States to survive as an entity 
and no longer have any value or even existence as a civilization. 
That is what I worry about, that we may survive and not deserve 
to. 

I think that is all I have to say. 

Mr. Yates. You said a great deal. 

If I may join you three and use a couple of phrases from a 1964 
report in the Commission on the Humanities, it is pertinent at this 
point in view of what you talk about on educating and so forth. I 
quote from page 3: 
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Even the most gifted individual, whether poet or physicist, will not realize his f 1 
potential or make his fullest contribution to his times unless his imagination has 
been kindled by the aspirations and accomplishments of those who have gone before 
him. : OTs 
. ites 


~T am talking about the humanities primarily. ‘ia 


Humanist scholars have therefore a special responsibility in that the past is their 
natural domain. They have the privilege and obligation of interpreting the pasts : 
each new generation of men who “necessarily must live in one small corner for one 
little stretch of time.” They preserve and judge the fruits of humanity’s previous 
attempts to depict, to rationalize, and to transcend the world it inhabits. The arts 
and letters, and the study of them, are therefore where we look most directly for 
enrichment of the individual’s experience. and his capacity for responding to it. 
Through the humanities we may seek intellectual humility, sensitivity to beauty, 
and emotional discipline. By them we may come to know the excitment of ideas, the 
power of imagination, and the unsuspected energies of the creative spirit A> Aas 

Over the centuries the humanities have sustained mankind at the deepest level of 
being. They prospered in Greece and Rome, in the Middle Ages, in the Renaissance, 
and in the Enlightenment. Architecture, sculpture, poetry and music flourished, and 
with the growth of colleges and universities the liberal arts took shape as a body of 
cumulative knowledge and wisdom. In the formative years of our own country it 
was a group of statesmen steeped in the humanities who fused their own experience 
with that of the past to create the enduring constitution of the Republic. ite 


I thought that was quite appropriate. i 

Mr. ALBEE. Then you are obviously going to recommend the 
doubling of the budget. 4 

Mr. Yatrs. You are preaching to the converted, my friend. 

Mr. ALBEE. Thank you. | 

Mr. Yates. Thank you very much. 


VISUAL ARTS 
WITNESS 


RICHARD HUNT, SCULPTOR 


Mr. Yates. Now we have my friend Richard Hunt. Along with 
Richard Hunt we have Robert Rauschenberg, Alex Katz and El-— 
louise Schoettler. | 

Mr. Rauschenberg, knowing Catalina Island, I know what a sac-— 
rifice it is for you to come up here and spend the whole day © 
waiting. | 

Mr. RAUSCHENBERG. That’s right. I had to get up at six o'clock 
this morning and that was before my senses came alive. 

Mr. Yates. I hope they are a little bit alive now. 

Richard, do you want to carry the ball? 

I should tell the people here and the record and I suppose history 
that Richard Hunt is one of my very closest friends. I take pride, as 
does he, in the achievements he has made in the field of the arts ~ 
particularly as a sculptor and as a very warm human being. It is a 
pleasure to welcome you today. 

Richard, the floor is yours. 

Mr. Hunt. Mr. Chairman, I thank you very much for introducing ~ 
me and allowing me to come here. I appreciate that introduction 
and the opportunity and privilege to come and sit before you and ~ 
say something about the National Endowment for the Arts. 

I would not want to begin without saying that we all know it 1s a © 
great privilege to live in the United States of America, those of us 
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_who practice the arts as we have heard, the freedom despite eco- 
_ nomic constraint, the freedom to practice our arts here as best we 
can and to me it has been a great privilege that we are here. I 
_ must say that I am also a citizen of Chicago, Illinois, and I reside 
in the Ninth District and I find that if there is any place in the 


United States that is what one might call the cradle of the arts and 


the encouragement at the grassroots it is in the district. We are 


very happy to have you as our Representative here. 
_ So it is a pleasure to come before you on this occasion and to 


speak to the committee and for the record about some of my 


experiences relating my career as an individual artist and to my 
involvement with the National Endowment as a member of the 
National Council for six years first under Jim Roger Stevens and 


_ then Nancy Hanks. I had the experience of serving during a period 


of growth of the endowment budget from some $10 million up to 
$120 million and to see how the development and initiation of 
programs that covered the whole spectrum of the art were able to 
be implemented as funds became available. 

I was always concerned as an individual artist and in literature 
have expressed the difficulty of defining actually what an artist is, 
let us say, within the context of a Federal program that is going to 


_ encompass the arts in America. For instance, we heard this morn- 


ing from the president of the Musicians Union who could say there 
are 300,000 musicians in the United States, 25 percent of them 
making a living. This distinguished group of artists who have come 
before you to distinguish themselves as individuals don’t have any 
information like that. I mean we cannot say how many painters or 
sculptors there are in the United States. We all have a lot of 
friends who are painters or sculptors and we all know they are 
having a hard time making a living or even defining themselves as 
professionals. 

One of the things that has impressed me about the endowments 
commitment, and a hard won commitment, that is fought for by 


_ the artists who have been a part of the panel and by the council 
_ and involved in panels is the recognition of the importance of the 


individual artist, the individual pursuit of excellence, the individu- 
_al pursuit of ideal data and the importance of that to the fabric of 
_ American life and culture. 


One of the things the endowments programs has tried to do for 
the individual artists in the visual arts was to really help them 
define what that was, what a profession in the arts could be. The 
first such programs were fellowship programs which gave artists 
an opportunity to work. As program money became available, more 
programs were implemented to provide for artists to work in the 
schools, for artists to have residencies, visits in colleges and univer- 
sities, professional art schools. Later on the Art in Public Places 
Program provided opportunities for the artists to interact with not 
necessaily a new audience but an audience that they have lost 
from a period of time when artists used to be commissioned to do 
works in public places and of course in the WPA program artists 


_ had that kind of opportunity. 


The endowment also saw at an early point the recognition of 


photography as a final art and the programs to encourage photog- 


raphy exhibitions, monographs of photographers who had worked 
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very long as artists in photography but they had not been recog- 
nized. This is very important. - it. | 

Later on there was attention to the movement of artists who 
organized themselves to exhibit, to share facilities and all so that 
artist spaces could be funded in various programs like that and 
these programs have come onstream in a large number in rather 
recent years as the budgets have allowed for the expansion of these 
programs and of course now we are faced with the possibility of 
these cutbacks which will, just as these programs that have been’ 
established, their worth has been recognized by the art community 
and they stand to be cut back. | corre 

Of course, as has been said, the community of individual artists 
is not one that is defined. We don’t have the access or the links 
with other sources of funding. A lot of these programs will not 
have anywhere else to go, they won’t be maintained and in that 
context, of course, the individual artist would feel severity. 

Mr. Yates. Thank you, Richard. 


WITNESS 
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ROBERT RAUSCHENBERG 


Mr. Yates. Mr. Rauschenberg. 

Mr. RAUSCHENBERG. I have a statement. 7 

I also have a story and I don’t know what the particular point of 
it is but it seems appropriate inasmuch as I heard “50 percent” 
today so often. I used to be a member of sort of a dubious commit- 
tee on the arts that Mayor Lindsay organized in New York and— 
not to be bitter about it because the humor is a lot more practical 
for the situation—I was the token artist on the Artist Committee 
and everybody else was somebody else’s wife. We had a token 
actress, too, and she and I had all kinds of ideas about what we 
could do for New York City and we were so ambitious we consid- ” 
ered that crime was one of our problems for the artistic world and ~ 
it almost made sense because when they cut the budget there, and 
again it was the first budget, I mean it was preceded only by 
hospitals and that was a surprise to me because I thought we were 
dealing with art, but we found then that the museums were part of 
the Park Service and so we inherited the budgets for the zoos, the 
botanical gardens and the libraries and their solution for changing 
the budget was to cut it 50 percent and it worked out. I mean there 
weren’t many protests except for a few of us who realized that the 
animals could not live off of 50 percent less of anything, you know, 
and that took care of the zoo and then half the botanical garden 
ies So every time we said 50 percent here today I have thought of 
that. 

Mr. Yates. Fifty percent of the arts are going to die. 

Mr. RAUSCHENBERG. It is like there is just one other 50 percent 
and it is such a flat sum that I can’t help but feel that there is a 
lot more behind it. If one could keep up the good work it is very 
hard for me not to try, take the other 50 and shove it and let's 
start a whole other project here. 

Mr. Yates. I don’t know whether you want that on the record. 
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__ Mr. RauscHENseERrG. From today’s hearings you certainly have a 

fantastic sponsorship. 

_ Mr. Yates. Amazing, yes. é 

_ Mr. RauscHENBERG. My written speech is made up of the same 

a. 15 holy words that I have heard all day, you know, which was 

_ pretty good at four o’clock this morning. 

Mr. Yates. I saw the movie showing you creating the art work 

_that you did. Was that shown on CBS, on Sunday morning? That 

_ was a very beautiful rendition of what you were trying to do. I 

_ must say in all honesty that perhaps due to my training as a 

_ Member of Congress sometimes I have difficulty with words. If I 

_ can understand a few of them, that is all right. 

_ _ Mr. RauscHENBERG. But you are supposed to, aren’t you? I mean 

_ I think about them 24 hours a day. 

_ Mr. Yates. I don’t. 

__Mr. RauscHEenserG. And you don’t, so if I can’t stay a little bit 

ahead of you there, I am not doing my job. 

__ Mr. Yates. I remember someone once asked Pablo Picasso about 

_ the meaning of his art and she said, “I just don’t understand it, Mr. 

_ Picasso.”’ He said, ‘Well, I don’t understand Chinese but lots of 

_ Chinese do.” That is the kind of communication. I must say under 

| Richard’s influence and under his tutelage I have learned more 
and more and I appreciate it. 

I saw your show at the National Collection of Fine Arts as it was 
known then and I thought it was just a beautiful show. 

_ I like your art, too, Mr. Katz. 
__ Mr. Rauscuenserc. I want to read my statement. 
Mr. YATES. You want to read it? 
Mr. RAUSCHENBERG. Yes. 
Mr. Yates. Why do you want to read it? Do you want to quote 
cogent parts of it? 
Mr. RAuscHENBERG. Yes, I will read the whole thing. It is just 
this much. 
Mr. YATES. Go ahead, read it all. 
Mr. RAvuScHENBERG. The Reagan Administration has inherited 
one of the most coveted endowments in history. America is the 
cultural center of the world. Not meanly the NEA has played a 
Serious role in this achievement from grassroots to the sponsorship 
| Of some of the most avant-garde experiments. One of the most 
important of these is their aid to CHANGE—you see, I wanted to 
compliment you on this because nobody has complimented NEA for 
their help in CHANGE. 
CHANGE is a nonprofit, no overhead foundation to provide 
emergency funds for artists with a unique hospitalization plan for 
the artists and their families. We do not indulge in aesthetic prior- 
ities; we service musicians, dancers, painters, writers, sculptors, 
| photographers and actors. Their qualifications are based on an 
| investigation of their particuliar dilemma. Most common requests 
| range from total wipeouts from fires or landlords to financial im- 

possibilities because of death and sickness. We have dealt with eye 
| Operations preventing blindness and in one case stopped an ampu- 
| tation because the artist could not afford the cure. A wide generous 
| Spectrum of human fragilities that even a genius might suffer has 
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been maintained. We were and are dependent on NEA and gifts of 
art works from established fellow artists. p ts 
The strength of all our artistic establishments rest on the devel- | 
opment of outstanding individuals. These individuals are willingly 
devoting their entire working lives to an activity that is concerned 
only with the sharing of free ideas, new visions, enlivening and 
encouraging sensitivities that lead to richer, fuller responses in 
everyday experiences regardless of financial, social or educational - 
limitations. 
The survival of this rare professional breed exists already with — 
the most minimal structured support, without normal tax benefits, — 
social security, pension plans, group insurance or hospitalization 
and usually living in illegal work spaces. Now to cut and withdraw | 
the only national aid this country provided is cultural insanity. 
The making of art is about the only thing in the world that the > 
entire world has in common. This communication is by far the 
most far reaching, most diplomatic and most economical invest- 
ment that our government can be sure of. Historically the superior 
leaders have insisted on a vital, creative environment. Only in 
times of political corruption is the administration frightened of the 
idealism of the artist community. The positive spirit of art is 
contagious and a single individual can cause an epidemic of love 
and trust and unaggressively change attitudes and carry informa- | 
tion to rid the world of Godless bigotry in an international lan-— 
guage that needs no interpreter. 
Does Reagan want to go down in history as the Administration — 
that stopped the art and more seriously the artists? The artist is 
the open line to truth and beauty is the bonus. 
Mr. Yates. Thank you. 


WITNESS 


ALEX KATZ 


Mr. Yates. Mr. Katz. : 

Mr. Karz. I have been amazed at the work Government has done ~ 
in several programs, the CETA programs around New York where ™ 
they have sculpture all over the outlying boroughs and things 
where they really bring art out to Jamaica, Queens and Staten 
Island and having people paint and the GSA mural program. I 
think it is just wonderful. I just think it is astounding the amount 
of first class art work that they have put into the public buildings. 

The NEA thing is terrific, too. The contact I have had with the 
NEA was to serve as a jury member and the members were from 
all over the country and they seem to represent every possible kind — 
of modern art that was going on, the type of thought that was ~ 
represented there, and I could not believe that so many interesting — 
artists got those grants. It was really amazing. 

I will digress on one thing. People have said that it all goes to 
the big cities or all goes to New York. We found that the stuff was 
distributed all over the country. We have more artists living in 
New York but you have to regard New York as a sort of transigent 
city where artists come from some place, they go to New York and 
stay for a couple years, they go back. Artists live there in the 
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_ summers and they take off in the winters, it is not a stable place. I 
_ think the grants end up going all over the country and eventually 

go all over the world. : 
The idea of the people on that panel when we were giving out 
__ the grants was that an artist goes to art school and then he usually 
goes to graduate school and then by that time he is 24 and he 
might have his first show when he is 26 or 28. The panel sort of 
felt that we would like to give the grant to people who were a little 
_ older than that and still had not gotten recognition so most of 
these grants were given to people between 30 and 40 that have 
taken a long time in developing their talents and having not really 
established themselves commercially. I just thought that was terrif- 
ic that it did not go to either very young people or to older people 

and that it was so diverse and alive. I could not believe it. 

When I started out in the art business in the Fifties I felt lucky 
to be an American in that the Government was completely indiffer- 
ent to me as an artist and you could do what you wanted and the 
country has such a high standard of living and artists could live off 
the crumbs. What was wrong with that? I have been completely 
converted to this to where we are now where the Goverment is, its 
involvement in the arts. It all sounds very sweet and romantic but 
a lot of the best painters are not dried out. I don’t know where the 
best painters left are. 

You have an awful mortality when the circumstances are very 
hard, people continuing on in it. I think the Government interven- 
tion has just been really terrific. An art or an art community 
sponsored solely by the Government, I wonder about it. I would not 
want to see an art sponsored by business because when you have 
corporations solely supporting an art you have what is called corpo- 
rate art and if your art does not have the manners for corporations 
| it will be used for corporations. There is an art that corporations 
can't hang for one reason or another and there is a difference. We 
| have private people buying art, you have corporations buying art, 

you have the Government supporting it and you have the muse- 
ums. You have a fabulous balance in the support of the art in this 
country now. 

Now the artist in society when I started out was the painter to 
paint or the sculptor to sculpt; it was punitive and it was like a 
real fugitive member of society. I mean if your daughter brought 
ee an artist, I think most people would have been worried in the 

ifties. 

Mr. Yates. It is almost the equivalent of bringing home a Con- 
gressman. 

Mr. Karz. But actually the artist’s place in society has changed 
because of the ecology of the masters. You read about him in the 
papers in museum shows and now he is a respectable member of 
society. The Government support has helped this, it is like a part 
of it, the artist’s place in society. 

Now the art of painting and sculpture in terms of the concrete 
and where it is is another factor, I think. It is spreading the way 
we live and the way we like to live and people all over the world 
want it. Recently someone in Australia paid $2 million for Jackson 

| Pollock. Bob Rauschenberg won this great big contest in Venice 
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and had all those exhibitions with the theater groups all over the 
Scandinavians. 

Mr. Yates. But he has given up putting the roosters on top of the 
frame. 

Mr. Karz. It is not going to stop him from moving. | 
Even in Iron Curtain countries like Yugoslavia everybody fants 
American paintings. I was invited to Russia on a cultural exchange ~ 
visit where they wanted to see a lot of American paintings. They 
call a lot of our painting imperialist, formalist imperialism, and 

they have got good reason to. 
Mr. Yates. You didn’t know you were an imperial did you? 
Mr. RAUSCHENBERG. It is interesting, isn’t it? ; 
Mr. YATES. Yes. nol 
Thank you. f 


WITNESS 


ELLOUISE SCHOETTLER 


Mr. Yates. Ms. Schoettler. 

Ms. ScHOETTLER. I have been here on happier days but this has 
been a wonderful and exciting day. The discussion we are having I 
think is very unhappy. : 

Mr. Yates. The theme of the day is not a very happy one but the 
testimony is good. 

Ms. ScCHOETTLER. Very exciting. 

I submitted a statement which I will elaborate on. 

Mr. Yates. Not too much, I hope. 

Ms. ScHOETTLER. No, my fair share. 

Mr. YaATEs. There she goes, women’s rights again. 

Ms. ScHOETTLER. I am Ellouise Schoettler. I am a painter. I am 
very fortunate in that I do know the constituency that I represent 
because I am the elected director of the Washington office of the 
Coalitions of Women’s Arts Organizations which is a national net- 
work coalition of 75 organizations across the country, artists’ orga- 
nizations, artists’ spaces, and that is the issue that I address in my 
testimony. In the interest of time I would like to elaborate on my 
statement. 

Mr. Yates. Ellouise, in the interest of time, we just had a buzz 
signal and I have one other group. 

Ms. ScHOETTLER. I have very little to tell you. 

In the interest of time I will cite the 1980 figures of NEA awards 
to women artists’ spaces and organizations as representative of the 
visual artists funded to artist spaces. 

ARC Gallery, Chicago, $8,500. 

AIR Gallery, New York City, $8,500. 

Atlanta Women’s Art Collecting, Atlanta, Georgia, $2,000. 

Front Range Artist Gallery, Boulder, Colorado, $2,000. 

AIR Collective, Rhode Island, $2 500. 

Washington Art Center, Washington, D.C., $9,000. 

Women and Their Work, Austin, Texas, $3,500. 

Women’s NNR Space in New York City, $3,000. 
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That is throw away money in some circles but for artists’ organi- 
zations it is a catalyst for survival. I hope that Mr. Loeffler will 
read the example I have in my testimony. 

Mr. Yates. I will get him to read it, I promise you. 

Ms. SCHOETTLER. One of the breakthroughs in the Washington 
Art Center was a $5,000 grant two years ago. They are now a 
substantial part of the Washington art scene. The validation of the 
efforts of an artist’s space by this recognition is the spur not only 
to get the funding but these artists’ groups parlay that money 
through their work and through their determination into pro- 
grams, job training and documentation of their work which would 
not exist otherwise so it is critical. 

In closing, the pin money that I just mentioned is a vital invest- 
ment in the future. Mr. Chairman, CWAO urges the committee to 
recommend full funding for the National Endowment for the Arts. 
The arts are the heritage we leave our children and at the present 
level of funding they are cheap. 

Mr. Taytor. Thanks, Ellouise. Thank you very much. Your writ- 
ten statement will be made a part of the record. 

[The statement follows:] 
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The Coalitions of Women's Arts Organizations, a national coalition re- k 
presenting 75 member organizations whose memberships total upwards of 2 
75,000 women art professionals, unites an extensive network of women in ~ 
the arts from the East to the West coast. It includes substantially | 
well-known women artists and art historians as well as emerging artists 
and students. | 


Early in the 1970s, women in the arts, disadvantaged by a traditionally 


male-favoring arts establishment, recognized that to achieve substantial 
careers in the arts, they would have to develop alternative opportunities 
to gain experience and recognition. Through determined entrepreneurship, 
women in the arts established organizations, alternative exhibition cen- 
ters, arts centers, and publications which have fostered their career 
development and emergence as full participants in the arts community as 

a whole. 


CWAO has found the National Endowment for the Arts extremely responsive 
to the concerns and efforts of women in the arts. NEA has recognized 
many of the CWAO organizations by awarding program grants, and the credi-— 
bility afforded by their initial support has unlocked corporate philan- 
thropy for these struggling organizations and resulted in a wider base of 
financial support for them. 
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~ Testimony of Ellouise Schoettler, Director, Washington office, CWAO 


page 2 

Specifically, one of the most significant break-throughs for strengthen- 
ing the Washington Women's Arts Center, now a recognized part of the over- 
all Washington arts community, was a $5,000 matching program grant from 
the NEA several years ago. The validation of their efforts resulting from 
that award spurred the Center members not only to gain the matching 
funds, but also to parlay those dollars through the addition of unlimited 
volunteer time and energy into a series of exchange exhibitions with out- 
of-town groups, documentation catalogues, increased membership and prac- 
tical and administrative experience for many of the members as job train- 
ing. In our opinion, this is a mighty return on the investment of a few 


government dollars. 


CWAO can document that the activities of our organizations are forwarding 
Our principal goal--to enable women to move into the mainstream of the 


American art world. Right now, for example, two former Center members 


have works in the current exhibition, Animal Images in Contemporary Art, 
a national juried exhibition at the Renwick, a part of the Smithsonian 
Institution. 


Grass roots organizations alt across the country will bear the brunt of 
the proposed 50% slash to the National Endowment budget. Corporations 

may pick up the tab to support some of the more recognized and established 
areas of the arts, but what about these organizations--the ones that in- 
cubate the arts and artists of the future?’ Who will take the risk to 
Support the grass roots organizations and the emerging or experimental 
artists without the Endowment? 


The members of CWAO urge this committee and Congress to approve full 
funding for the National Endowment for the Arts. 
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Mr. Yates. I thank the panel. . 

Mr. RAUSCHENBERG. Thank you, Mr. Yates. 3 30 ¥aomitae 

Mr. Yates. We have one more group and I have to vote. Would ~ 
you want me to come back? It is going to be a half hour because 
there will be two votes coming up. Do you want to testify now? 
What is your pleasure? ' 2a@e 

Mr. Sirton. I will wait until you come back. © 

Mr. Yates. Wait until I come back. Very well. 

(Whereupon, the subcommittee recessed:] 


MEDIA 
WITNESS 


BOB SITTON, FILM STUDY CENTER, PORTLAND ART MUSEUM 


Mr. Yates. We now have the Media. Mr. Sitton. 

Mr. Sirron. Thank you very much. On 

I appreciate your patience, it is fantastic. 

I wanted to talk with you about the media program of the NEA 
and how important it is to us. : O° SY 

Mr. Yates. I know how important it is, I wish it were better. 

Mr. Srrron. My name is Bob Sitton. I am Director of the Film 
Study Center at the Portland Art Museum in Portland, Oregon. 

It has been a fantastic day in a lot of ways and I can only add to 
the dialog from two vantage points. One is the subject that I would 
like to talk about which is the media arts which have not been 
covered earlier today and secondly I would like to report to you 
about my own program which is a creature of the NEA and it came 
into existence because of the NEA and it could cease to exist if the 
NEA ceases to exist as well. I feel that the study center that I have 
been operating is a kind of microcosm of the kinds of programs 
that NEA has been supportive of and I just would like to describe 
how it works and what NEA means to it. 

The media arts program of the National Endowment for the Arts 
has provided public access to film as an art form and to the 
merging art of video which together are the youngest of the art 
forms and in their way I think they are especially vulnerable, film 
in particular because of the substance upon which it is printed is 
very vulnerable. All the films made prior to 1952 were made on a 
nitrate stock which oxidizes and actually is burning all the time 
and is slowly disappearing. We estimated that perhaps 200,000 
motion pictures have been made in America and of those less than 
10 percent have been transferred to the newer kind of film stock or 
safety film stock in the three major archives that we have to 
preserve this heritage. So the preservation of American film which 
is one of the priorities of the NEA media program is an area that 
we feel particularly is of importance in the future because it is an 
underappreciated and underfunded area of media art support that 
can hardly look to the private sector for a great deal of support in 
the future. 

The NEA program has also been supportive of the work of inde- 
pendent filmmakers, filmmakers who don’t live in Hollywood and 
don’t aspire to become Hollywood filmmakers but aspire to express 
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themselves or to make innovation in the art form based upon a 


_ personal vision. 


_ The NEA program has always been supportive of the education 
of the public with respect to film and video as an art form and has 
supported the growth of media centers throughout the United 
States. I am director of one media center which I think is to some 
degree typical of the 60 others that have formed themselves into an 
alliance called the National Alliance of Media Art Centers. 

The media center that I have worked with for the past eight 
years serves a five state region; the region of Washington, Oregon, 
Montana, Idaho and Alaska. It is housed at the Portland Art 
Museum and came into existence in 1971 along with the media 
program of the National Endowment for the Arts and throughout 
these years we have derived approximately 20 percent of our fund- 
ing from the NEA. 

The center was founded to provide greater access for the public 
to this art form, to the art form of film and to the art form of 
video, and at the time that it was built there was no theater in the 
city of Portland that was exhibiting classic films or foreign films or 
films by independent filmmakers. Since that time we have helped 
to encourage the proliferation of a variety of theaters around Port- 
land that are exhibiting a number of kinds of films but we still 
remain in the vanguard, we still remain the center for films by 
people from the region and unusual film from abroad that would 
not otherwise be seen and we provide a thematic program like the 
films of Hitchcock or Orsen Wells or films focusing on particular 
actors, Bogart or Garbo or whatever it may be. 

We operate in a 480 seat theater in the Portland Art Museum 
and we present 300 programs per year. We never show the same 
film twice. We are functioning along with these other 60 fledgling 
centers in what might be called the museums of the media; that is, 
up until recent years and the emergence of the NEA program 
there was really only one program in the United States in which 
film was treated as an art form, preserved and exhibited, and that 
was the very forward-looking program of the Museum of Modern 
Arts started in 1935 by Iris Barry but in the late Sixties with the 
emergence of the National Endowment funding was available for 
regional programs to bring the film to the public in a sort of 
library setting where people could study it as an art form and see 
that it is a great and living art form of America. 

Our programs also have included opportunities for the general 
public to discuss films that have to do with their own lives. We 
have shown films having to do with the image of minorities in 
motion pictures or the image of women in motion pictures. We 
have done a series on American history as depicted in film and 
each time through support of the NEH we have presented the films 
in the context in which they are discussed by scholars, historians 
and people that know something about how to put the film in a 
context. 

We also have provided program notes every time so that when 
the audience comes to see the film they can read something about 
it. We give them the cast and the credits and a long page of 
commentary that tells how the film relates to other films by the 
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same director or fits into a context in some way so that we are 
providing a sort of broad based public education program. QHTSsa 

We produce the Portland International Film Festival each year 
as well as a regional festival that is open only to people who live in 
the Northwest region. In 1967 I was working with the New York 
Film Festival and I was producing a program of west coast inde- 
pendently produced films so I combed the Northwest looking for | 
filmmakers’ works to exhibit at that time and I found only three 
filmmakers operating at that point. | 

Nowadays every year we produce a regional festival and we ~ 
receive upwards of 125 to 135 films made by people in this rather 
remote area. The festival provides a showcase for them to see their 
works in context with other people from the region and we have 
seen themes develop, particular kinds of expertise. There is a 
strong trend in animation, for example, in Portland. Some of the 
best animators working in the country are working in the city of 
Portland and we help to provide a forum for that work to be seen 
by the public. 

We also present every year a young people’s film and video 
festival which will be in its sixth year this year and that is an 
opportunity for kids working in schools who are taking classes in 
filmmaking to exhibit their work and to perfect their expertise and 
we have seen also an increasing growing quality in the work of the 
filmmakers in this program. 

Every Saturday we have presented for the past eight years a 
matinee program for children in which we have shown films that 
are very high quality that let the children see something other 
than the Saturday cartoons or something less inventive and less 
creative. We have taken films from literature or outstanding exam- 
ples of animated cinema and other films that children find inter- 
esting. 

We have also operated an education program for the general 
public without prerequisite. We have invited the public to take 10 
or 12 courses per quarter on a quarterly basis in film production, 
film theory, screen writing, film criticism, other courses that pro- 
vide in-depth exposure to this art form for people who are not 
professionals, who don’t want necessarily to go to Hollywood but 
who want a greater understanding of film as an art form. 

We also administer the Filmmaker in the Schools program for 
the Oregon Arts Commission. There was earlier mention of the 
Artist in the Schools program. Our own facet of that involves 12 
filmmakers who are in the public schools teaching children how to 
express themselves through film and television and to in a sense 
talk back to the television set that they watch so much. We have 
all heard that upon graduating nowadays a young person has spent 
as much time before the television set as in the classroom and our 
program which reaches some 20,000 children per year has provided 
an opportunity for them to have a command of the medium and to 
speak back to the television. 

We have also been involved in training teachers in the schools to 
teach filmmaking and about 300 teachers have studied with us 
thus far. 

Another aspect of our program sponsored by the NEA is a circu- - 
lating library which allows us to distribute 150 films throughout 
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_ the Northwest region and in the past year more than 800 groups, 


including film societies, hospitals and schools, have exhibited these 
films to as many as 50,000 people and in an outreach program that 
goes well beyond the confines of the city of Portland. 

We publish a newsletter for people in the Northwest to inform 
them of what is going on in film study, to apprise them of books, 
periodicals and other tools that could be useful in the classroom. 


‘We have published aids to film societies, helping them to get their 


own program started and other useful publications. : 

The center is now eight years old and since its beginning its 
budget has grown from about $75,000 per year to $235,000 in the 
current fiscal year and all along we have found that the NEA 
support has been essential, a sine qua non for our activities. Al- 
though we earn 70 percent of our operating costs through box 
office receipts, tuitions and the sales of memberships, and we also 


_ have our own endowment which is somewhat unique among film 


centers—in 1978 we were given $100,000 to start a small endow- 
ment for our support—we still find that we operate with a predict- 
able income gap of from five to twenty thousand per year and this 
is a gap which concerns us because whatever cutback we find from 
NEA would merely widen that income gap. 

We have been anticipating these cuts in seeking alternative 
sources of support. We have not found any very likely, we don’t 
feel that the private sector is prepared to take up the gap that 
would be provided here and we are concerned that our staff of five 
and a part-time staff of twenty may find that the root of the 
support, the NEA, may leave us with a problem of survival. 

_ The center that I just described to you is not unique, it is one of 
60 around the country. In 33 States we estimate that approximate- 
ly 13 million people have been involved and have been touched by 
these centers through the exhibition of film and video, both in 
museums and in universities and on cable television and in public 
art centers. All together these centers have operated on a total 
budget of $5 million per year of which less than $500,000 has come 
from the NEA which again validates the point that the Federal 
dollar has been used very effectively in this area to generate other 
support. 

Finally, I would just mention that two films opened yesterday 
here in Washington which provide a contrast for our point. One 
was a Hollywood film about the devil in big business and the other 
was a group of films from the Appalachian area produced by a 
group called Apple Shop which has provided the people of Whites- 
burg, Kentucky the opportunity to express themselves on film for 
the first time and there are documentaries about the crafts and 
work and culture of Whitesburg, Kentucky which is a testimony to 
the good of allowing film centers to exist in small communities 
around the country. 

Thank you very much. 
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Mr. Yates. Thank you very much, sir. 


COMMUNITY OF ARTISTS 
WITNESS 


SERGIU COMMISSIONA, MUSIC DIRECTOR, BALTIMORE SYMPHONY OR- 
CHESTRA 


Mr. Yates. Now we have the Community of Artists. 

Mr. Sergiu Commissiona, Music Director of the Baltimore Sym- 
phony Orchestra. | 

Mr. RALPHE. He left. 

Mr. YATES. His statement will be made part of the record at this 
point. 

[The statement follows:] 


OF 
SERGIU COMISSIONA 


Music Director, Baltimore Symphony Orchestra 


Chairman Yates and Members of the House Appropriations Sub-Committee: 


Since I became Music Director of the Baltimore Symphony Orchestra 

in 1969, I have witnessed a remarkable change taking place in America's 
cultural life. The arts are growing as never before. The atmosphere 
has been almost springlike, and individual artists and arts institutions 
have blossomed with the gentle nurture of government support. The 
Baltimore Symphony is privileged to be part of this blooming, and 


to be part of what in our city we call the Baltimore Renaissance. 


For most of this century the standard of living of the American people 
has been the envy of the world, as measured by their ownership of 
houses, cars, boats, planes, and a multitude of consumer items. More 
recently an increasing number of Americans have become aware that the 
full, the fulfilled life involves more than mere possessions and should 


include the wealth of cultural experience to be derived from the arts. 


Yet here the traditional self-reliance of Americans has run into a 
road block. The individual cannot go to a department store or the 
mail order catalog and order a symphony orchestra. He has to join 

and become part of a cooperative, a complex organization which includes 
a hundred musicians, artists and conductors, a board of directors, 

a management staff, and a large number of subscribers and volunteers. 
The modern symphony orchestra has evolved, then, as something between 

a business corporation and an extended family. At the same time that 
it does everything it can to support itself, it also has to take care 


of its young, its old, its needy, and its handicapped. 
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Naturally, this is very expensive, and cannot be afforded out of 


ticket sales alone. If we were to charge ticket “buyers the actual 


cost of presenting our programs, each ticket would cost two to three 
times what it does, and our audience would be limited to only the 


very well-to-do -- the traditional moneyed elite. 


Needless to say, in response to the recent eye rad awakening I 
spoke of earlier, the trend has been all in the other direction, 
away from symphonic music conceived as the preserve of an exalted 
cultural elite. It is reflected in the increasing number of people 
from all walks of life attending our concerts, and in their growing 
appreciation of a wider range of music programs. Since 1969 the 


4 
number of Baltimore Symphony subscribers has more than tripled. 


Unfortunately, our costs have increased along with our audiences. 


In Baltimore; we have built our orchestra on the principle that the 
classical music heritage is the birthright of every American. In con- 
sequence, we present concert series for young people which reach 

over 100,000 students each season, ranging from high schoolers to 
tiny tots. We have presented special concerts for senior citizens 
and for the handicapped, and encourage young people and seniors to 
our regular concerts with half-price tickets. In a determined effort 
to reach ni noet Pies we have presented successful concerts in neigh- 
borhoods around our city, and routinely send out our musicians to 


perform to rural audiences across the length and breadth of Maryland. 


) 
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To say that these outreach programs do not support themselves is 
an understatement. Many are free, and we count ourselves fortunate 
if we can recover one-third of the cost of the remainder through 


ticket income. They are supported by government grants and corporate 


and individual contributions -- and it is here that the federal 
government's assistance has proven of great value in matching the 


contributions of private donors, so attracting a higher level of 


j 
P 
P 
t 


ee * 
giving. 


The symphony orchestras of America are proud of their independence. 
None of us wants to be dependent on government grants and hand-outs, 


: ‘but we do want to welcome every level of government as partners in 


: bringing the joy of music to the American people. 


| It is my belief that the arts will play an increasingly important 
role in America's future, and that America will continue to emerge as 
the world's pre-eminent cultural leader. It is for this reason that 
artists and musicians from around the world have flocked to the 
United States, so as to be where the action is. This faith in 
America's cultural renaissance has filled our conservatories and art 
schools with young people eager to dedicate their talents to an 
artistic flowering which will rival the marvels of modern technology. 
It is our faith that the energy and imagination which conquered outer 


space will now turn inward to extend the frontiers of inner Space, that 


* For example, in 1977 the Baltimore Symphony received a $600,000 
Challenge Grant from the N.E.A. which required a 3 to 1 match. 
During the three year grant period this grant actually achieved a 
6 to 1 match in operating and endowment moniés from private sources. 
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SUPPLEMENTARY STATISTICS 


Music for Youth Concerts - 1979-1980 at Lyric 


Primary Series (Grades 1-3) 


Intermediate Series (Grades 4-9) 


Total Audience: 


Complimentary Seats to Area Schools 


Baltimore City 
Baltimore County 


Total: 


Attendance by Students from Special Schools 


Primary Series 
Physically/mentally handicapped 
Hearing impaired 


Intermediate Series 
Physically/mentally handicapped 
Hearing impaired 


Total: 


Tiny Tots Concerts (Ages 3-6) 


24 Concerts 
E.S.E.A. Concerts - 
4 Concerts - free to Balto. City Schools 


Total Concerts & Concert Attendance 
or 


Wednesday-Thursday Subscription Series - Lyric 
Friday Series - Lyric 
Saturday Pops Series - Lyric 
Tour - Adult 

Symphony Societies 

Run-Out Adult 

Music for Youth - Lyric 
Run-Out Youth 

Tiny Tots 

Run-Out Tiny Tots 

Special Concerts - Lyric 
Baltimore Opera 

Summer Season 
E.S.E,A.Concerts 

Total Attendance: 


v? 


Audience 


£2,519 
38,122 


50,641 


7,320 
9,099 


16,419 


16,000 


3,400 


64,728 
19,998 
40,139 
18,950 
21,000 
16,230 
50,641 
26,015 
16,000 
5,450 
2,616 
31,392 
266,761 
3,400 


583,320 
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TESTIMONY OF DAVID RALPHE 
EXECUTIVE DIRECTOR, 
LOS ANGELES THEATRE ALLIANCE fe 


Mr. Chairman and members of the subcommittee, 


“My name is David Ralphe. As a performing artist, former 


Artistic Director of a regional theatre and currently 
Executive Director of the Los Angeles Theatre Alliance I 
welcome the opportunity to appear before your subcommittee, 


In the past fifteen years, since the establishment 
of the Endowment I have witnessed, in various capacities, an 
unprecedented growth, not only in the variety but in the depth 
of cultural experiences available to the American public. Los 
Angeles is currently experiencing a theatrical renaissance. 
The phenomenal growth of developmental and experimental theatre 
has resulted in national recognition and has contributed to the 
theatrical life of the nation as indicated by the many productions 
that have traveled beyond California and garnered Tony Awards 
and very recently a Pulitzer Prize. In -no uncertain terms this 
growth is in part attributable to the catalytic effect of the 
National Endowment of the Arts. The Endowment 'seed' money 
has activated private support for the arts and enlightened the 
corporate community to the hard calculable effect a flourishing 


Cultural life can have on the economic well-being of the community. 


The arts are a growth industry providing jobs for artists and 
Support personnel as well as creating a ripple effect which 
upgrades real estate values, brings business into a community 

and spearheads the revival of ‘hard core' inner city neighborhoods. 


Simon Rodia, out of love for humanity, spent his 
life building a tower which provided a focus for an entire community. 
His tower made possible an art center. The art center brought 
Capital investment into the community and put local people to work. 
John Outterbridge, Director of the Watts Tower Arts Center credits 
the tower with providing the impetus for laying the groundwork for 
the revitalization of the Watts community. 
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David Ralphe 
March 25% Loe k 
Page 2 


This is but onc cxample. To recount the cltect an mite 
has had upon the cultural life of Southern California alone woul 
constitute a litany of successful arts projects that have had. tre 
dous social and economic impact on all levels of our SO eee pelea sev: 

To seé this richness in our cultural life continue and grow is 
the responsibility of all of us; artists, local community leaders, — 
the corporate community, and, by its own Congressional Act; the Federal — 
Government. It is essential and 'appropriate' for the Federal Govern- — 
ment to act as a catalyst in promoting programs that work for the io 
greater good of our society. This has been a mission the National ~~ 
Endowment has successfully fulfilled. To withdraw support from the ~ 
artistic and spiritual life of our nation, especially now in these. ~ 
"troubled times' will send a signal to the private sector and through- 
out the world that this country no longer values the arts. We will | 
be the only great nation in recent history to give such a low priority 


to our creative spirit. t reese 


Don't misunderstand me. The artists have historically rallied 


to the support of the nations" needs.«*As long as sacrifices and 1im- 
ited expectations are equally shared we too will tighten our belts, — 

but I'm certain I speak for the overwhelming majority of my peers in 
the performing arts community, including the large entertainment indus- 
try in Los Angeles whose letters of support you will be receiving in 
the next two weeks, when I say that the arts are being asked to bear 
an inequitable share of the nation's current economic austerity mea 
sures, especially now, when the nation wants the arts more than ever. 
The percentage cf support for its budget that the Los Angeles Theatre 
Alliance receives from the National Endowment for the Arts is small - 
about 10%. Yet that endorsement, if I may call it that, gives us the 
credibility we need to reach out to our community. We raise funds from 
the Los Angeles Corporate Community and from the entertainment Tndy SEE Ys 
Invariably the question is asked, "Who else supports your work?" Being 
able to reply that the National Endowment, among others, supports the 
Alliance, I believe, has been .a major catalytic factor in whatever suc- 
cess we've had raising funds from the private sector. As a represen- 
tative organization of most of the theatre activity in Los Angeles, 

the Theatre Alliance is an information center where ideas and material 
are shared, where theatre and theatregoing are promoted for the entire 
community. It gives us at the Alliance a unique vantage point. We 
have seen Los Angeles emerge as an important contributor to American 
theatre. 


Our membership is broad and varied. Some theatres have less than 

a hundred seats, but from them come the writers, actors, designers and 
technicians to fill the growing demand for the performing arts. This 
work flourishes in an atmosphere of encouragement. I've seen theatre 
artists learn and grow because of the kind of support they receive from 
the National Endowment. Learn to articulate their plans and goals, 
learn to manage their business better, learn that they labor ina 
nationwide community of millions of dedicated Americans. In light of the 
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et priorities of the current administration these Americans have 
dealt a serious blow. Is the small percentage of the National 
et allocated to the National Endowment for the Arts so glaringly 
(rected that it must be cut by half? 1 think not. And, ladies 
gentlemen I am sitting here to tell you that virtually everyone 
fe in the arts community of this nation thinks the same. These re- 
stions will have the incipient effect of demoralizing and disen- 
anchising the most creative segment of our society without notably 
roving the economic health of our nation. 
the arts community does not believe that under the current pro- 
‘posals the private sector will "pick up the slack." Especially not 
no when there will be terrible competition among the arts organiza- 
Py ons for the same dollars and because foundations and corporations 
will probatly give priority to other community factions also suffering 
from current austerity measures. Fducation, health and other human 
wwvices. Where do the artists. of this nation turn? The romantic 
age of the starving artist in his garrett is unfair. The notion 
‘that "they'll survive somehow" is unfair and always has been. As 
Beer icans.we owe it to ourselves to support our artists. I think the 
| National Endowment for the Arts successful history of support for the 
j}many and varied cultural endeavors of millions of Americans is symbolic 
of our netioral priorities and, as such, should be preserved and ju- 
|diciously expanded. On behalf of the artistic community of California, 
thank you. — ? 
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Mr. RAPHE. I am a performing artist with 20 years as an acto; 
and a director and at the moment I am representing about 6 
theaters in Los Angeles. I have also taught acting about 10 years 
It takes about a year to teach listening and I never really taught 
politicians listening. It has been amazing all day to watch you. You | 
have been a very gracious gentleman. 

What has been said today has been said far more eloquently 
than I could say it. There are a couple of points I can mention anc 
one is that I have not really heard touched upon the enormous loss © 
the arts are suffering at the moment with the cutback in the) 
Department of Labor in terms of the CETA art programs, the y 
apprenticeship and training program. Now the right or wrong Ot | 
the CETA program is one thing. After running one I wanted out by | 
September 29 and I was working under the earned income process | 
to get us out and the security advances of the growth that we have | 
made. I am very angry and upset that an action was taken that | 
calls for the program to be collapsed in two weeks resonating in || 
the 17,000 people being unemployed in New York and Los Angeles | 
since I have to live with these people and since they look to me and | 
I was the one who upgraded the expectation and placed in the last © 
18 months about 75 of these people into private industry in a hard 
job market. One of our people went from the Graphics Department — 
and became the Assistant Art Director on costumes so it was a + 
very successful program, and an outstanding program, and that it — 
is gone is all right, it was meant to go, but that two weeks was | 
brutal and what I found which alarmed me was an incredible 
bitterness and cynicism against this Government from the people” 
who were affected by this and treated in this manner. 

The other thing that I would like to point out, the corporate’ 
support is so fencible. In doing consultancies with theaters trying” 
to get them to the point where they can expand their funding, 
expand their audiences, get an NEA grant, get them to that level 
of expertise, I have been concentrating on the businesses from five” 
to ten million dollars because the carpet to ARCO is threadbare. 
The major philharmonics, the major institutions will get funding, 
but the developmental experiment is in very, very difficult shape” 
and it has got to come from that five to ten million dollar business.” 
They don’t have the staff, they don’t trust themselves to pick what” 
is artistically viable, they don’t trust themselves to be able to 
identify what is sound artistic management. They do look for the 
Federal Government primarily at this point with some of our 
emerging organizations to our expertise. The only reason we are, 
there, we can get an NEA grant which does allow us to go out into” 
the corporate community and get support as a service organization. 
It is very bare out there, the cupboard is very bare if you are out in” 
the field. . 

One other thing I wanted to say was I hear the talk about NEA™ 
being a catalyst and between Mr. Harris and the many people 
today who described that in material terms I just wanted to throw” 
out for the record a couple of instances where the ripple effect is 

more profound than what I think is just material. | 

Gordon Davidson today was talking about Children of a Lesser 
God. Six months after that he did a production of Trojan Women 
which used a silent cast and a speaking cast. 


995 


Lou Font is the founder and the man who created Ameslan, the 
American sign language, and since 1972 taught about 50 people a 
_ year. Now there are 15,000 people signed up constantly studying 
Ameslan in Los Angeles County under his direction and his teach- 
ers. The communication gap for those two productions, primarily 
Children of a Lesser God, is enormous in bringing the hearing 
_ Impaired into the artistic community and then when I go into a 
_ supermarket and a lady who is doing the checkout is doing Ames- 
_lan I have to say how do you put a dollar figure on that event? 
This is an incredibly alienated segment of society. 

The Hispanics in Los Angeles constitute a very major part of the 
population and it is very hard to integrate them into the communi- 
ty artistically or otherwise. The zoot suit did that. A theater called 
Masatros is a place where they mix and the basic fact is that 
anyone will admit integration when they become familiar, and how 
do they become familiar except through sharing each other’s artis- 
tic background, and watching that happen and encouraging that to 
happen is one of the reasons for my being here. 

The last thing is that the artist is our transformational need, he 
is constantly in transformation because that is the way he remains 
fresh and he changes and transforms the society, large or small, 
that he is in and to cause damage to that essential element of our 
society is disgraceful. 

Thank you. 

Mr. Yates. Thank you. 


WITNESS 


FRANK DIAZ, HISPANIC ARTS FOUNDATION 


Mr. Yates. Mr. Diaz. 

Mr. Diaz. My name is Frank Diaz. I am former Deputy Director 
of the New York State Council on the Arts and I spent eight years 
there and it was perhaps the greatest eight years that this country 
has seen in the development of the arts. I found something recently 
and I would like to share it with you. On December 10, 1948, the 
UN General Assembly adopted the Universal Declaration of 
Human Rights and Article 22 states: ‘Everyone as a member of 
society has the right and is entitled to the realization. of the eco- 
nomic, social and cultural rights indispensible for his dignity and 
the free development of his personality.” 

We signed that and it was the only piece that I could find other 
than the endowment where we support the arts in a body of one. 

What I would like to speak to is the process that took place 
because of the endowment. The explosion of the Seventies was 
created because the NEA came into being; State agencies came into 
being; counties, towns, villages all at one point during the Seven- 
ties started to join the partnership of support to the others. 

The partnership grew by the public demand. I am not talking 
about the arts, I am talking about the public. I am talking about 
the people in their communities going to these programs, going to 
see the films, the theater, the dance, at the small community 
setting and learning of it. They in turn, some of them, became 
participants and then demand for quality made them move from 
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one place to another in order to see the bigger structure, the big 


7 


institution, the effect the NEA has had with that on the ground 


4 


institution in the museum field. For the summer of 1971 they 
published a guide of their museum. The guide clearly states that 
the museum was totally European influenced, 60 percent of what 
they were exhibiting was great European art and about five per- 
cent was American. They had a collection of 3,000 American paint- | 
ings of which 300 were shown and a few period rooms. Last year 
the American with a brand new structure, a beautiful structure, | 
consisted of 1,000 paintings, 1,000 water colors, 123 sculptures and | 
the periods. This reflects the population interest in American cul- | 
ture, in its heritage, what it can provide and the total participation __ 
from the point where it begins at home, the right to go into the | 
major institution. i 
I would like to now just hit on a couple of issues that were | 
brought up today and questions and one of them was the issue of — 
training in the United States. Development in the arts, money 
started with the endowments and went to the State, city, county, — 
town, village and is no different than training. You take away that 
first step and everything is going to buckle under. If the opportuni- — 
ty does not exist with support from the Government, it is not going 
to happen. 
To state that there are five points in five levels of culture and ~ 
say that one, two and three are not going to be supported and we 
are going to support only four and five, that is to assume that one, ~ 
two and three exist on their own and do not need the support but 
outside of the major urban centers there are not the large profes- 
sional training schools and even within the major urban centers 
like New York City where there are a multitude of communities, 
we are not talking about a city, we are talking about uptown/ © 
downtown. If you are coming from downtown, you want to go ~ 
downtown—you are going uptown but it is still downtown. If you © 
go to Queens, it is Flushing or Flatbush. If you go to the Bronx, it 
is the South Bronx or Pelham. . 
To assume that those first three steps exist is wrong because ~ 
they don’t exist, they have not existed. What does exist today in ~ 
those communities—I am talking about minorities as well as rural- 
wide, as well as poor, as well as the wealthy. Those that exist today 
exist because the individuals like an Arthur Mitchel who was a ~ 
premier dancer had the opportunity to learn the craft as an indi- ~ 
vidual, one and only, the first black to dance in the New York City © 
Ballet. Because of that reputation he had an opportunity to come ~ 
across to other individuals who had money. That money in combi- 
nation with the National Endowments for the Art gave him the 
opportunity to start a school. That school had given him the oppor- 
tunity to train the dancers and in training the dancers he was able 
to set up the dance theater of Harlem and the international suc- 
cess that it has had. Financially he has had difficulty. 
Not until that point did he get a Ford Foundation grant. The 
Ford Foundation gave him a grant but he had to balance his books 
every year, no deficit. No deficit in a field that is rampant with 
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_ deficits. If all the members of this committee went down to the 


National Endowment and took a look at the applications and the 
previous year’s budgets of each applicant, they will see the level of 
support that comes from the community for the major portion of 
our cultural organizations there is very little. 

What does 2.5 percent represent in a cut? Two and a half percent 
represents a cut at the Federal level. The States are already talk- 
ing about how they are going to cut their budget because they are 
losing funds in other areas so they are going to have another 2.5 or 
5 percent. County governments, it goes right on down. Take away 
that bottom rung of the ladder and they are all going to come 
tumbling down. So what does 2.5 percent mean? It can mean 14 
percent, it can mean 50 percent. 

What does $5,000 mean to an organization that is supported by 
the endowment with a budget of $50,000? The $5,000 becomes 10 
percent to that small organization. That provides the general 
public with an area of information. That general public then builds 
from there. If the endowment is cut anywhere—anywhere, and I do 
mean anywhere—it has been a bargain. The $175 million for the 
arts is a bargain today and for the Federal Government to go into 
that and to start cutting the arts, it is going to just follow suit 
everywhere else 

Mr. YaTEs. Thank you, Mr. Diaz. Your written statement will be 
made a part of the record. 

[The statement follows: ] 
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3 os id 248o% BBO 
REPRESENTING THE ASSOCIATION oF HISPANIC ARTS 5 
imeu Ai) lags 
During the 1270's: ‘the Sfntust in oF public dolla rs 
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into aie financial struc tuite of the nonprofit arts world : 
“Si eo eee oo) oT; > 
finally. 3) GAahae our nation’ S commitment to. our evttorat 2 3 


your re Fa ‘Tae 


Sait : 


heritage. : 

The entrance of government at both state ind nati 
alate had long lagged behind other nations in ‘Teoeewhniae 
the need to develop, protect, and preserve an haesthetic 


environment--centuries behind to be sure. American cultural | 


EIS 


awareness was stimulated: initially by a few weatebyarntan 
who remained the eaty source an support until the creation — 
of the National Endowment for tiie Arts and the State arts 
agencies. & 16T. sada dT 

‘punted Support of the arts is barely emerging from its 
infancy RNS into adolescence: like a growing teenager it 
needs nourishment to enable it to become a healthy mature 
adult. Will rns present wave oF political conservatism and : 
its concurrent governmental retrenchment destroy what showed 
promise of being a prodiay? 

I am a humiliated American. A citizen of the wealthiest — 
nation in history having to defend a 175 million dollar 
budget for the arts. In simple terms fifty states and way 
territories must divide seventy-seven cents per person and 
now we are expected to take lightly a cut of eighty-seven 


million to cover the same ground--thirty-nine cents per 


person. 


a 
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PelOsaes ne that: theirarhists are: Patan the vtigoretical 


| "octal Berkybarnrel!: 4s ludicrous ~-the Figures attest? to 
it, ithe Jack of a strony united lobbying effort refute it 
Band most important the firty percent reduction recommended 
“by the Reagan) Stockman budget prove it. Is the Endowment 
being cut because it lacks political muscle? Will the 
eG aralidss {s uce unt to this? 


LT have been an Arts Aduinistrator for ten years and 


i “-have experienced the growth within the halls of government. 


Pi -Let me tell you, waste is not a practice to be found in 
a . 


Ns be 


the arts--especially the nonprofit art world. The painter 
eee evivas . ucod . or cement walls; the actor needs a 
stage with or without props; a playwright needs the play 
read, and it goes on. and on. For what you ask? For the 
purpose of giving America a cultural identity. 

Without the artists we would be much poorer. The 
cultural experiences now available to the people will 
not be available to their children. Museums will be a 
cultural graveyard. To nake a comparison it is the same 
as a scientist having a fully equipped laboratory that he 
cannot use. 

Hidden agendas forin many of the philosophical values 
expressed by the Reagan Administration. The government 


cannot operate with the arrogance of personal preference 
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Puerto Ricatt TRE P ih Theatre. “pe-téeaoped Peg 
actress with an idea to a school and professional theat 
company which today, March 25, 1981, after fourteen yea 


opens its permanent complex. Without public money. the Pacey” 
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Without public money Arthur Mitchell could not have develop 


Puerto Rican Traveling Theatre would never have existed.* — 


ed a ballet center in Harlem which as you all know is” the 


internationally recognized Dance Theatre of Harlem. = = = 
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“TT DUINTO RICAN TRAVELING THEATRE 
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“he Puerto Rican Traveling Theatre 
founded by Miriam Colon is one of the 
pioneers inthe Hispanic Arts Movement 
ny New York. They have been 
instrumental in introducing plays by 
Puerta Rican and Hispanic ofaywric Sts in 
ye streets of New York City, col'eqes, 
eu'turalinstituctons ant ins ther locales 


In conjunction with the Inauguration 
Ceremony a Series of activities were held 
to thank the many supporters of the 
Puerto Rican Traveling Theatre, 
Recognizing the mora! and financial 
support the organization has received 
through the years, Miriam Colon 
expressed her appreciation at receptions 


forthe past fouteer venrs, Af er years of for the Hispanic “grass-roots” »| 
Sord work, seucale aed Jereeoy nation, community, funding sources, the press, 
Syeyare fing voting toc ety and the Governors of New York State and 
sermanent ooo oo tty a reeconverted Puerto Rico, 
rocnese tes oe 8 the Mroneway The theatre opens with its first 
tyes wtrle TN Streetane 8th production — the world premiere of Rene 
ry 


ys ” . Dall 


erte cies raveline Neatre wil! 


Marques’ La Muerte No Entrara En 
Palacio directed by Pablo Cabreraon ; 


eryysrt ty ev nracvetio in © 9anish March 18th-April 12th, 1981. Followed yr ny 
ea? ge" aseducationa! by Jaime Carrero’s Betances directed by a ily 
ne ont Now York Ciry residents Alba Olms May 6th-June 7th, 1981. “ery 
wr eee programs. They Prior to the “official opening” in New } 
a > ts for younasters York the Puerto Rican Traveling Theatre : f 
ow amilies to receive Company will participate in the Festival oy 
rogget ty ‘ton in the performing of Latin American Culture touring the | a 
atssan'sneSe! aol Arts Program which 


ofers bingy. multi cultura’ arts 


major cities of Spainin March, 1981. . 
For information, reservations, or a | 


i ah 
workslrons ') (ree tunior high schools, schedule of theatre productions please at 
and aProfessional Playwrights Unit call 212/354-1293 or 749-8474, © a av 
where twenty emerqineg writers read, 7 aif ged i 


seis 


critique and Cevelop new dramatic works 
2 under professional! guidance, 
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Mr. Yates. Is that the end of it? 

Mr. Diaz. Yes. 

Mr. Ratpue. Yes. 

Mr. Yates. We appreciate your coming in. Thank you very much. 
The subcommittee will recess until ten a.m. tomorrow. 

_ The committee has received many statements supporting funding 
. for the arts. 


~ Without objection the statement from Richard Freed from the Music Critic Asso- 
ciation will be made part of the record. The mailgram from the Poets and Writers 
Incorporated; the statement by William Schuman, Composer President Emeritus of 
the Lincoln Center for the Performing Arts; and the letter from Walter Smith and 
Ruth Draper of the Utah Arts Council will be put in the record. The submitted 
testimony from the American Arts Alliance will be put in the record as well. Also, 
the testimony of the Association of Independent Video and Filmmakers, the letter 
by Gerald George of the American Association for State and Local History, the 
letter by J. George Frain, Secretary of the Eighteenth and Columbia Road Business 
Association will be included in the record. 

A statement from the North Dakota Council on the Arts will be put in the record. 

There is a statement by Benjamin S. Dunham of the Chamber Music America that 
may be put in the record. 
- Similarly, the statement submitted by Rita Starpattern of Women and Their 
Work may be made part of the record. James M. Banner, Jr. of the American 
1 Association for the Advancement of the Humanities submitted a statement that will 
be made part of the record. 

The statement submitted by the Speech Communication Association protesting 
the 50 percent cut in funding for the National Endowment for the Arts may be 
| made part of the record. The statement by Wayne Lawson of the Ohio Arts Council 
+} may be put in the record as well. The National Assembly of State Arts Agencies 
submitted a statement as did Jack Ossofsky on behalf of The National Council on 
Aging, Incorporated, Twyla Tharp for the Twyla Tharp Dance Foundation, Incorpo- 
rated, James Truitte, Board Member of the National Association for Regional 
| Ballet, and Maria C. Schaeffer, General Manager of the Repertory Dance Theater. 

| These statements may be made part of the record. 
+) Similarly, Sukey Lilianthal, of the Dance Coaltion submitted a statement on 
+) behalf of the arts community and citizens of the San Francisco Bay area urging 
| federal support for the arts, this may be put in the record. Darlene Neel of the Bella 
')| Lewitsky Dance Foundation submitted a statement that will be put in the record. 
| The statements from Phyllis Levine, Executive Director of the Association of Ohio 
| Dance Companies; Betty Toman, President of the National Dance Association; Dana 
| Starkey Schumacker, Instructor of Dance at Iowa State University; Kat Fisher of 
| Danceworkers; Trish Williamson, Director of Public and Membership Relations of 
|} the Flint Institute of Music; and Eugenia Haney, dancer, choreographer and teacher 
_| will be put in the record. 
‘| Lila Zali of the Lila Zali Ballet Center sent a statement that may be part of the 
record. Evely Kreason, Michigan Ballet Theater sent a statement urging federal 
support for the arts. Her statement may be part of the recored also. 

Also, statements were received from Catherine Royce, Sue McQueen, Helen M. 
Churko of the Philadelphia Dance Alliance, Barbara Stuart, Beverly Gaudet of the 
Massachusetts Contemporary Dance Association, Barbara Baiden of the Dance 
Council of Central Pennsylvania, Bob Manneng of the Louisville Ballet, Valerie 
Gould, and Lee Werbel. These statements will be put in the record. 

Pauline Koner, Director of the Pauline Koner Dance Consort submitted a state- 
ment supporting federal funding for the arts. Ms. Koner’s statement may be part of 
the record. 

The statement received from Gwen George on behalf of the Pico Neighborhood 
Association will be put in the record. 

Theodoro Morca of the Morca Academy sent a statement that may be part of the 
record. Gwyn Gorg of the Claudia Chapline Idea Company sent a statement support- 
ing federal funding for the National Endowment for the Arts. This statement will 
be put in the record. 

Betty Emprey sent a statement on behalf of the Los Angeles Area Dance Alliance 
that may be part of the record. We also received a statement from Lawrence Greene 
that will be put in the record. 


[The statements follow:] 


: 
ig 
= 
im 


1004 


TESTIMONY OF RICHARD D. FREED, EXECUTIVE SECRETARY, Music CRITICS 
ASSOCIATION, INC., ROCKVILLE, Mbp. 


Mr. Chairman, Members of the Committee, I want to thank you for the opportuni- 
ty to testify in this hearing, both in behalf of the Music Critics Association and for 
myself. 

Other countries have long recognized the arts as a collective necessity requiring | 
public support—something like safe drinking water, public schools, decent roads. — 
Our country was among the last to acknowledge this, and its major recognition 
came in the form of the National Council on the Arts and the National Endowment — 
for the Arts. The Endowment has accomplished so much in its short history that it 
seems safe to suggest that the Federal Government has probably never got a better — 
dollar’s worth than it has for the amounts budgeted for and expended by this 
agency. 

ai the first place, what the Endowment’s money buys is something that never - 
becomes obsolete. The arts are among the most durable components of human life; 
they give form to its beauty and meaning, and enable us to express our most | 
ennobling spiritual impulses—and it is through our activity in the arts, more than 
through military action or even through technology, that we reach the minds and | 
hearts of people all over the world. | 

In the second place, the Endowment has been powerfully effective in drawing into | 
the mainstream of arts support and arts participation elements of our society which | 
has not been tapped and had not so participated before. What is especially distress- | 
ing in the matter under discussion now is that budget cuts are being called for, and | 
in some cases total abolition of the Endowment is being recommended, by persons | 
who simply do not seem to know enough about the Endowment and how it works to | 
make any comment at all. 

I must say I find it appalling that a person in a position of high authority in | 
advising and making decisions affecting the future of the Endowment could have 
been so ill-informed as to suggest the Endowment had been ‘detrimental’ to the 
arts by “discouraging’”’ business support, when in fact the principle of the matching | 
grant on the Endowment’s part has been the greatest stimulant to business giving. — 
The very name of the Exxon/Arts Endowment program, in which young Amerian 
conductors are enabled to develop their skills working with major American orches- 
tras, is a symbol of the productive partnership between the Endowment and the 
business community. 

In last Sunday’s Washington Post a writer calling for abolition of the Endowment 
implied that it is wasteful to spend money commissioning new music because once 
the premiere takes place a second performance is hard to come by. Is it possible that 
a man who undertakes so serious a condemnation of the National Endowment can 
be unaware of the Endowment’s creative imagination in dealing with this very — 
problem? At the time of the U.S. Bicentennial the Endowment participated in a 
program in which more than a dozen composers were commissioned and thirteen 
orchestras were lined up (in two groups numbering seven and six, respectively) to 
perform the new works in round robin fashion, thus assuring each composition of 
not only that second hearing but at least a half-dozen presentations in as many 
cities. By now most of these Bicentennial-commissioned works have entered the 
repertories of orchestras that were not involved in the original program. 

American orchestras, by no means incidentally, are recognized now as the finest 
in the world. They are important entities in our national life, and require and 
deserve the sort of support from the Endowment that has enabled them to achieve 
and sustain their international status. And they are not simply memorializing 
‘European culture.” Only last month the National Symphony Orchestra in Wash- 
ington, under its Russian conductor, introduced audiences to some all but forgotten 
treasures from our country’s own rich but still largely unknown musical past. Our 
own musical creators need this attention; our audiences need to know this music. 
The aforementioned writer in last Sunday’s Post identified himself as a man who 
doesn’t listen to “classical” music later than Beethoven, who doesn’t “go to concerts 
much because it is such a tense, edgy way of listening to music,” and who doesn’t 
care if the number of American orchestras “dwindled.” Is this really competent 
background for criticism of, or any comment on, the Endowment? 

The Music Critics Association, which I represent, is the professional society of 
music critics, with a healthy membership representation from all parts of the 
country. The Association’s educational arm, MCA Educational Activities, Inc., has 
been receiving a grant from the National Endowment for the Arts since 1974. Ours 
is probably one of the least conspicuous activities supported by the Endowment, and 
definitely one of the minor items in its budget, but what we have been accomplish- 
ing with our grant, I think, illustrates the good value the taxpayers are getting for 
what the Endowment pays out. 
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Our grant has enabled us to reach a greater number of critics and a larger 
segment of the musical community than ever before in continuing a unique pro- 


_ gram for the training of professional critics. Our program of Music Critics Insti- 


tutes, workshops, seminars, etc. is not designed for students, or for people who think 
they'd like to become music critics, but for individuals who are actually functioning 
as critics and reviewers at various levels. The Institutes are related to major 
musical events, ranging from revivals of baroque masterworks, to premieres of new 
operas, to jazz; they involve senior critics, musicians, scholars, administrators and 
editors as tutors in expanding both the musical competency and the jounalistic 
skills of the participating fellows. At present there are “graduates” of our Institutes 
serving as chief critics for newspapers in Boston, San Francisco, Chicago, Saint 
Louis, Milwaukee, Cincinnati, Pittsburgh, Seattle and other cities of various size 
across the continent; several of them have acknowledged that their experience in 
the Music Critics Institutes was a major factor in preparing them for these posi- 
tions. Our objective, however, is not to enable critics to move up to bigger jobs, but 
simply to enable them to function as more effective critics wherever they may 
happen to be, for the benefit of whatever community they may serve. 

This program has been demonstrably effective in raising the standards of the 
profession, and has been of direct benefit to the public in equipping critics to be 
more reliable and communicative purveyors of both information and judgment. 
Informed, able critics bring the musical creators and performers closer to their 
public, for their mutual benefit. 

Like other recipients of Endowment grants, we have to match our grant with 
funds from other sources—from our membership itself, from our co-sponsors in the 
operation of the Institutes, from private foundations, from businesses in the respec- 
tive communities in which the Institutes are held, etc. This, too, enables us to relate 
to and involve directly elements of these communities which would not otherwise be 
involved in such undertakings; this benefits not only our own program, but the 
events around which they are built and the musical and educational institutions in 
the respective communitites—as well as the readers of the publications for which 
the Institute participants write. There are what might be called “spin-off” benefits 
on many levels and in many communities. 

I have tried to describe our program, simply to illustrate one of the less known 
but vitually effective segments of the Endowments’s overall music program. The 
Endowment has never told us what sort of Institutes to hold, or whom to invite to 
teach in them. While the Endowment has, through its sponsorship of commissioning 
programs, brought into being a great number of significant new works, and through 
such programs as the Exxon/Arts Endowment conductors’ program encouraged 
American performers, it has not, to my knowledge, ever told anyone whom to hire 
or what to perform. The idea that Endowment support might mean Endowment 
control has been disproved year after year. 

Everyone wants to save money, and American taxpayers will welcome any reason- 
able way to cut down on their heavy burden, but I’m sure I’m not alone in feeling 
that our priorities have to be seriously questioned. A non-public, absolutely “for 
profit” corporation, a major automobile manufacturer that had vociferously support- 
ed “free enterprise” and resisted “government interference,” goes in the red and is 
bailed out by Federal money, while many families still face financial ruin in dealing 
with medical costs. The Surgeon General warns us that smoking can make us sick 
and even kill us, and yet one item in the Federal budget that will absolutely under 
no circumstances be cut is the subsidy to tobacco growers. Cuts in daycare support 
will turn working taxpayers into unemployed welfare recipients. I have to ask, not 
in sarcasm but in the most urgent seriousness: Are music, theatre, dance, painting, 
sculpture and literature less essential to our healthy national life than the growing 
of a poisonous plant? Are the practitioners of these arts somehow less important or 
less valuable than an ineptly run automobile company’s executives? A great many 
people are asking these questions, and hoping for answers that make sense. 

Thank you again for allowing me to take part in this hearing. 
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[Mailgram] 


Poets & WRITERS Inc? pe 2 

New York N.Y., March 20, 1981. — 

Hon. SIpNEyY YATES, CONG Oa 
Chairman, House Subcommittee on Interior and Related Issues, . oa 
House of Representatives, Washington D.C. zh 


On behalf of the literary community, we strongly urge you to support the Nation- 
al Endowment for the Arts. The literature program in particular has proved to be of 
vital importance to writers nationwide. =o ae 

_ John Ashbery, Frances Fitzgerald, Mary Gordon, Elizabeth Hardwick, 
John Irving, Norman Mailer, Bernard Malamud, James Miohener, 
Arthur Miller, Mary Lee Settle, William Styron, and Eudora Welty. 


w 


STATEMENT BY WILLIAM SCHUMAN, COMPOSER, PRESIDENT EMERITUS, LINCOLN 
CENTER FOR THE PERFORMING ARTS, PRESIDENT EMERITUS, JUILLIARD SCHOOL OF 4 
Music ra 


_A few of us are old enough to remember the many years of dedicated effort it took 
to win federal support for the arts. Why did it take so long? Why was America 
alone among the great nations of the world in its lack of official concern for the 
flowering of its arts? It took so long because our young country was, of necessity, 
preoccupied with material concerns. It was only gradually that our huge democratic 
society came to recognize the deep love and reverence which so many of its people 
had developed for the arts. Action in the highest executive and legislative branches — 
followed the inescapable realization that America, whatever its other attributes, is a 
land of art. . 

The achievements of our creative artists and our institutions of the arts are equal 
and in many respects superior to those of other lands. And the increasing involve- 
ment of Americans from all levels of society has been phenomenal—whether we 
talk about ballet companies, chamber music groups, orchestras, regional theaters or 
museums. More and more of our countrymen are finding inspiration, solace and 
pure delight in their exposure to the wonders of art. a 

To decrease expenditures for the arts at the very moment when we see such an 
astonishing increase in public demand and participation goes against the very 
concept of democracy. Without government subsidy, the arts can be available only 
to the few. But the many have the right of exposure to the best of art if we ar 
serious when we speak of equal opportunity. 

It has been my privilege to have lived long at the center of American artistic life. 
For nearly 50 years, I have worked as composer, teacher publisher, and administra- 
tor of a great professional school and a major center for the performing arts. I know 
from first-hand experience that the best in art must be subsidized. To be sure, the 
market has a place in evaluating art as it does for any other commodity. But if the 
marketplace were the exclusive measure of the worth of art, we would be without 
orchestras, museums, opera, ballet, and non-commercial theater. 

Over the centuries, the civilizations of nations have been measured by their 
cumulative cultural achievements. The process is a long term continuum. But, in 
the short term, there is always a hiatus between the innovative creative act and the 
public understanding and acceptance. it is precisely here that government support 
and encouragement must be maintained. 

The few dollars which should be saved by the drastic cuts proposed are a nothing 
compared to the riches they bring in the value of inner meanings—the special inner 
meanings which the arts give us are unique to their realm: unique to the experience 
of each in which all have a stake and an identity. This unique realm must not be 
placed outside the reach of any American who seeks its benefactions. 

Taking away any government support now from its present extremely modest, 
hard-won funding level will be a totally destructive act. It will sharpen not only our 
own, but the world perception of the official United States attitude toward the 
arts—no priority. Will the Congress itself accept the responsibility for obstructing 
the continuity of America’s emergence as a world leader in this exalted sphere of 
human endeavor? 


: 
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UtaH Arts CouNCIL, 
Salt Lake City, Utah, March 1981. 


Re testimony supporting funding for the National Endowment for the Arts. 
To hs House Appropriations Subcommittee chaired by Representative Sidney 
ates. . 


Throughout its history, Utah has always regarded the arts as imperative for the 
_ well-being of its citizens. That prevailing philosophy has prompted continuous legis- 
lative support for the arts since 1899. No one can dispute that this public support 
has had a major impact on the development of the quality symphony, ballet, etc., 
that enhance our lives today, even though today those major institutions depend on 
the public support for less than 10 percent of their budgets. 

With help from the National Endowment, the state arts budget has increased 
tenfold and more over the last fifteen years. This year, the legislative body was 
determined to reduce government spending, and did cut the budgets of nearly every 
state agency. The arts budget, however, was increased again. 

The arts have never received what they ought to receive from a nation that 
considers itself a leader among nations. There can be no excuse for cutting an 
already too small budget. If Utah, with its limited economy, can increase its arts 
budget during this period of economic stress, surely we can expect our nation to do 
as well. 

WALTER G. Situ, Chairman. 
RutuH R. Draper, Director. 
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TESTIMONY i 
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American Arts Alliance = | 
. . . ; at; Juodtyuuonts 
This testimony has been submitted on behalf of the over 
; ; contamina 
400 non-profit professional performing and Bodh Wit earner eel Ries es 
institutions tnt belong to the American Arts Alliance and epee 
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the thousands of talented people involved with these institutions. 


To say that we are concerned with the Administration's 


proposal to reduce the funding of the National Endowment for the — 
arts by 50% i stgredely to understate our position. i sta iagihc aac 
To say that the $87 million involved will signiticaneie ta 
affect our national budget is greatly to overstate the case. 
The reality of this situation is a clash of values and 
attitudes. The position of the Administration: "The arts are 
a low priority item." The position of the majority of Americans: 
The arts are a major ingredient affecting the quality of their 
lives. 
In order to bring a perspective to these divergent opinions, 
we would like to examine three questions which we feel are-key 
to the decision of whether Federal funding to the arts will continue 
to grow. 


Is there an appropriate role for the Federal government 
in funding artistic activity? 


Has the National Endowment for the Arts provided the 
proper mechanism to administer the Federal monies? — 


What effect has the Arts Endowment had on the arts in 
America? 
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THE FEDERAL ROLE ~ 

Breas generally agreed by experts in the study of democracies 
that it is the role of the Federal government to financially support 
those areas where a national interest is served. Can anyone question 
that it is in our national interest to nurture those aspects of our 
society which exemplify the best America has to offer? “Not only 
does that support improve the quality of life at home, but it in- 
creases the respect for the United States throughout the world. 

Among Our greatest resources are food production, technological 
innovation, military strength, and the arts. Federal aid has been 
a major factor in the development of the first three. However, 
Federal aid to the arts is a relatively recent commitment, one 
that is comparatively small. 

It has only been during the past five presidencies that the 
Federal government, recognizing the significant contribution of the 
arts to our nation, has made a commitment to the arts. During 
that period, the arts have been a truly bi-partisan issue. Presi- 
dent Kennedy, whose administration laid the groundwork for the 
Endowment, said that the arts "far from being an interruption, 

a distraction in the life of a nation, (are) very close to the 
center of a nation's purpose - and (are) a test of the quality 
of a nation's civilization." The belief that arts support is 
an appropriate role for the government had one of its strongest 
advocates in President Nixon, during whose term the Endowment 


experienced its greatest growth. 
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How do the arts serve our national interest? Importantly, 
they unite us across this vast land because they appeal to feelings _ 
basic to all men. They bring us joy, and also force us to reflect 
upon our lives. They provide us with "a better analysis of the 
present and a better view of the future." 

At a recent Congressional hearing before the Post-secondary 
Education Subcommittee, one Congressman stated that the realtone 
more money should not be put into the Arts Endowment was that, 


aS a major power, we had a responsibility to stress defense. We 


do-have an obligation to ensure the adequate defense of this country, 10am 


But what is it that we are defending? Free artistic and cultural feXNe. 


expression without fear of censorship is one of our nation's 


«= 
4 


most envied values. 

Are we not under a similar obligation to ensure an atmosphere 
where all expressions of art, not just those that are commercially ~ 
viable, can flourish. After all, a new artistic expression for | 
one generation often becomes incorporated into the mainstream OF: 
subsequent generations. 

It is interesting to note that in contrast to the misgivings 
of the Congressman who felt we could not fund art because of our 
military commitments, the Department of Defense places great em- 
phasis on the importance of art in stimulating energy and commitment 
among its personnel. In FY '80 the five branches of the military 
allocated approximately $51.8 million to their music programs alone. 
It is disheartening to compare that to the $13.5 million which the 
Arts Ednowment's music program had in that same year to divide 


among our nation's orchestras, musicians, composers, and 
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chamber, choral, jazz, and contemporary music groups. 


The Endowment's authorizing legislation states that our position 
as world leader, ". . . cannot rest solely upon superior power, 
wealth, and technology, but must be solidly founded upon worldwide 
respect and admiration for the nation's high qualities as a leader 
in the realm of ideas and of the Spirit." Now more Bick: ever, we 
need to strengthen our position, not only in the eyes of the 
world, but also in the eyes of every American who must daily battle 
the effects of inflation and an ever increasingly impersonal society. 
The arts can significantly contribute to the improvement of our 
national self-esteem. 

THE ROLE OF THE NATIONAL ENDOWMENT FOR: THE ARTS 

The Arts Endowment celebrated its fifteenth birthday this past 
year. At this juncture it is worthwhile to ask whether the 
Endowment has been the proper mechanism to administer the 
Federal mandate outlined above. When the Federal government 
first became involved in arts funding the arts community was 
pleased with the goals outlined in the Endowment's authorizing 
legislation, but was concerned about the development of the 
Federal role. Specifically, the arts community voiced anxiety 
over the possibility that government bureaucrats with no artistic 
training would be given responsibility for direction of our 
nation's artistic vision. 

Fortunately, this concern was unfounded, for the decision- 
making process - establishment of policy as well as the distribution 


of grants - was kept in the hands of artists. Panels of peers 
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were established to prevent any one artistic outlook from 


influencing the distribution of funds and to avoid cries of 


censorship. 


From the beginning it was intended that Federal support for 
the arts would be one leg of a three-legged system in which 
private individual and corporate support represented the 
remaining "legs". This balance has successfully prevented 
any one funding source from eae ee artistic growth 


and direction of the institution it is funding. 


The Endowment has also been successful in generating new 
artistic approaches by assembling under one roof the finest artistic 
talent in the country. Not only can artists within one discipline 
share ideas with colleagues, but artists from diverse disciplines 
can come together to share their successes and failures. Successful 
programs inititated in one field (ie., dance touring, directing 
fellows) have been modified and applied to other art forms. 

There is a distinguishing feature of the Arts Endowment's 
operation which makes it unique among Federal programs. When a 
problem is discovered in a particular field, an Endowment program 
is established to address that situation. When the situation 
has been rectified to the satisfaction of the field, the Endowment 
terminates the program. Scarce Endowment dollars cannot be used 


to maintain a program which has accomplished its objectives. 
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The cultivation of an atmosphere in which art can grow 
iy _ and develop a faithful audience requires constant dedication. 
a "While no government can call a great artist into existence," 
Says the Endowment enabling legislation, "it is necessary 
. and appropriate for the Federal government to help create and sustain 
4 not only a climate encouraging freedom of thought, imagination 


and inquiry, but also the material conditions facilitating the 


eae 


release of this creative talent." 
Prior to 1965, the arts, located in a handful of 
cultural centers, were not accessible to the majority of 
Americans. Since the creationof the Endowment, professional 
arts insitutions have sprung up in communities across the land. 
They tour to those areas that cannot sustain their own resident 
companies and play to sold-out houses. The explosion of arts 
institutions and their audiences since 1965 proves that there 


had been a national interest in the arts that had not been 


tapped and that Endowment programs have stimulated this un- 
precedented growth. 
THE EFFECT OF THE ARTS ENDOWMENT ON THE ARTS IN AMERICA 

The Endowment has been a highly successful mechanism for 
distribution of Federal funds to tht arts, but has it simply 
doled out money for a selected number of projects or has it stimulated 
the creative atmosphere allowing greater artistic growth and 
increased audience demand? The response to the latter question is 


an emphatic "yes", 
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Artistically the Arts Endowment has been instrumental = | 
in the preservation of our cultural legacy and in the creation 
of new artistic opportunities. To a great extent this has 
been achieved because each discipline (opera, theater, museum, 
etc.) has freedom to determine its needs and to create programs 
to meet these needs. 

One can find examples to illustrate this point from any 
of the five major arts disciplines. Below will be found just 


two examples. 


Only a generation ago, it was nearly impossible for young American 
opera Singers to participate in auditions anywhere in the 
United States. There were a few companies that would audition 
young sinceae but finding work almost Be nao meant going to Europe, 
separating from family and friends, and draining America of its 
greatest operatic talent. 

However, during the past fifteen years, the Endowment, 
through policies which encourage companies to use American artists, 
has reversed this situation. Today young singers do not, out of 
necessity, have to leave these shores in order to be heard and 
to develop their skills. 

It was not just American singers who lacked forums to display 
their talents. American composers of operatic music faced similar 
barriers. Prior to the creation of the Endowment, there were 
few opportunities in America for presentation of indigenous 
opera. The Endowment, by supporting the National Opera Institute 
in the the past, and by its current New American Works Program, 


has encouraged the production of . American opera repertoire. 
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In 1979 the nation saw 79 premiers of American operatic 
b works, whereas a decade earlier there were but 17. 


If the Endowment's programs have succeeded in opera, 


Se ier ee 


they've caused a revolution in dance. In 1965 the dance 
world was centered almost exclusively in New York City. 
At that time there were only 30 companies that performed 
regularly. Dance clearly needed to grow, but to do so it had to 
cultivate an audience. Through two Endowment programs both 
goals were accomplished. 

The first program, Dance Racetnoests a partnership 
among the Federal government, dance -companies, and local 
individuals, corporations, and foundations which bring high 
quality dance to communities throughout America. This program 
has caused the growth of dance in this country in three different 


ways. The first is that due to financial Support of the 


——EEe 


aforementioned partnership, ticket prices are kept low enough 

to attract as broad an audience as possible. The second is the 
variety of non-concert activities which the touring companies 
provide in addition to performing: teaching classes in schools and 
colleges, visiting and performing in senior citizen homes and 

in hospitals, all of which bring dancers into direct contact 

with members of the communities. The third way in which the 

growth of dance has been encouraged by the Endowment is through 


attraction of matching funds from the private and corporate sector 
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in the host community. 

Dance touring began in 1967. By 1973 dance companies 
had sprung up throughout the nation. Local sponsors who 
brought in dance to improve the quality of life were soon 
to discover a second reason to sponsor dance -- an economic 
reason. In FY '80 the Endowment provided the Dance Touring 
Program with $2.5 million. This allowed 82 companies to par- 
ticipate in the program. They attracted 327 sponsors and toured 
a total of 334 1/2 weeks covering 49 states and jurisdictions. 
It has been estimated nat by the time these companies completed 
their tours, the $2.5 million generated expenditures eight times 
the initial federal investment and was worth nearly $20 million 
in local economic activity throughout ‘the country. 

The second Endowment program which has been responsible 
for the growth of dance in America is the funding of public 
and Live From Lincoln Center. Through the medium of television, 
American audiences have been exposed to the finest dance companies 
the world has to offer. Each time these programs are broadcast 
they reach an estimated audience of 2-4 million. If one examines 
the phenomenal growth in audience at live performances, one 
cannot help but note that Americans are not simply satisfied 
to watch dance on television. They want to see it live and are 
turning out in droves to do so. 

As a result of the exposure dance has received through these 


two Endowment programs, the number of companies has grown from 
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30 in 1965 to 400 today. Audience attendance which was one 
million in 1965 (80% of which was based in New York City) has 
grown to an astounding 16 million today and has spread 

| across America. 

It is not just the touring of New York based companies that is 
resposible for this audience growth. Because of the yistbi1ve? 
that television and touring have provided, an atmosphere has 
been generated in communities around the nation which has provided 
the financial and audience support to maintain resident dance 
companies which now exist not only in major metropolitan areas 
but in smaller cities such as Winston@Salém; Pittsburgh, and 
Tulsa. 

Similar Endowment programs in the fields of theater, art 
museum, and music have affected the growth of these arts disciplines 
as well. Statistics illustrating this growth have been presented 
to this subcommittee in previous hearings, but to emphasize the 

effect of the Endowment on the cultivation of an atmosphere 
where the arts can flourish, I believe that they are worth 
repeating. The ranks of theater-goers have swelled from one million 
in 1965 to 14 million in 1980. Opera audiences doubled in that 
same period from 4.7 million to 9.2 million. Concert audiences 
have tripled from 8.6 million to 23 million. 

During the fifteen years the Endowment has existed this 
growth in audience and the demand for more artistic events 
has resulted in an explosion in the number of arts institutions. 
In 1965 fifteen large professional theaters existed. In 1980 


there were 147. During this same period symphony orchestras 
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grew in number from 25 to 150, while opera companies grew from xk £4 


27 to 109. ok corel tees 


The Endowment's impact on audience growth is not simply amatter 


of more people attending an event at a concert hall. Endowmel tas eicase 


programs have enabled orchestras to perform free concerts in parks 
and townsquares. Theaters take their works into nursing homes.and 


hospitals. Opera companies tour and play to sell-out houses, in. -.5 g,ee0m 


remote parts of states which cannot afford to maintain their own | aaa 


— 


professional opera companies. The Endowment has helped make the pro- 3 


fessional arts accessible to audiences all over America. 34¢eeeete 


Even more significantly, Endowment funding has provided the 5 eae 


arts in America with a small financial cushion that has allowed 
‘ 4 


sain 3 
artists to take risks without the fear fo financial ruin. The arts ,i5o 
like all growing fields, need to devote time, energy, and money to 
research and development -- which, in short, is risk-taking. Bee wacn 
If we fail to do this, where will we find the next generation of | 
composers, playwrights, and visual.artists? Reed? 


In addition to the increased artistic opportunities created _ i 


a 


ae ANRC LEES URES ES I MEER SE Tee 


by the Endowment, it has also had@ a catalytic effect on the economics — 
of support for the axts in America. Endowment grants comprise 
approximately 7% of an institution's budget - a small investment, 
but not so small that it would not be missed if eliminated. This 
money acts as a magnet attracting private individual and corporate 
support which, when totalled, can comprise as much as one-third 


of an arts institution's budget. 
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Corporate support for the arts was $22 million in 1966. Four 
Sieere eater it rose fo 68 million and in.i980 it haa reached 
$436 million -- 20 times what it had been in 1966. 
_ Private individual giving has also grown in leaps and 

bounds since the formation of the Arts Endowment. Between 1955 
and 1965 private individual giving went from $199 million 
to $205 million, a 3% increase. Since 1966 individual giving 
has risen twelve to thirteen times. today. it 1s 2. 7.billion. 

It is President Reagan's expectation that private individuals 
and corporations will pick up the financial gap created by a 503 
cut in the Arts Endowment funding, but all indications are that 
this will not be the case. Current tax laws affecting the standard 
deduction and itemizing tax returns discourage middle income 
patrons from donating to the arts. The response to date from the 
corporate community is that they cannot possibly replace withdrawn 
federal Support. Robert Thill, contributions committee secretary 
of the American Telephone and Telegraph Company recently stated 
in the Wall Street Journal that he doesn't "see it in the cards that 
we'll be able to pick up that much slack." Mrs. John Ds 
Rockefeller, III, arts patron and museum board member, recently 
was quoted, "I do not believe there is any great untapped resource that 
will be found as a result of these cuts. There should be a mixture 
of private foundation, individual, corporate, and government funds, 
and no one group should predominate." Arts funding in the United 
States has been based on this philosophy of a mix of public, private, 
and corporate support with no one group having a dominant hand. Not 


only will the pull-out of federal funds cause an imbalance in this 
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mix, but it seems likely that the others in this partnership would _ 
follow the "new philosophy" of the Reagan Administration -- placing ~ 


a low priority on arts funding as well. This is of great concern to 


the arts community. 


Sis Ol 


aiits 


Finally, a word about Mr. Stockman's OMB report. The report — 
is the only written source for the Administration's reasons 
for recommending a 50% cut in the Endowment's budget. Other 
sources imply, however, that the cut is so severe because the 
Arts Endowment serves the "elite" of our nation. Cutting the 


Endowment would be seen as a gesture by the Administration to balance 


4 


the recommended cuts in programs which serve the poor. ve 
Those who have espoused such convoluted thinking are - 
not familiar with the vast array of services which our nation's artists 
and arts institutions provide to those individuals who could not 
ordinarily afford or have access to the arts. Through outreach programs 
discussed above, orchestras bring their music into public schools 
and provide free lunchtime concerts; theaters offer senior citizen 
discounts and free plays in parks and hospitals; opera and dance 
companies tour our nation taking their works into areas which 
have no resident professional companies. Museums charge admissions 
far below their actual operating expenses and many offer a pay- 
what-you wish-admission policy. 
Cuts in the Endowment's funding will result in budget cut-backs 
in arts institutions across the nation. The future of continued 
outreach will be extremely vulnerable in light of such cuts. It 


will not be the "elite" who will be affected, but once again those 


who cannot afford or do not ordinarily have access to the arts. 
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One could hardly call the majority of aeeiea td artists, 
ne will be hard hit by such cuts, a financial "elite". Cuts 
in the Endowment's budget will result in increased unemployment 
among artists. As jobs disappear, many will collect unemployment 
4 insurance which, in the long run, could cost the government 
hundreds of thousands of dollars. 

A grant of a few thousand dollars can keep a company going, 
perhaps allow the extension of a season, or the hiring of 


_ additional artists which will reduce the ranks of the unemployed. 


The Congressional Budget Office estimates that an increase 


fae in unemployment of 1% costs the Federal Government %5 to $7 billion -- 
ny ‘ 4 
Ee roughly $5 to $7 thousand per person. Employees of a dance company 


i that is performing are working! If Endowment budget cuts reduce 
“4 or ehimiskve an institution's grant and force a season to be shortened 
or aborted, company members will be out of work and will collect 
unemployment. Are we being penny-wise and pound foolish when 
suggesting cuts in arts funding? 
The future of the arts in this country is not being 
placed in jeopardy simply by the proposed 50% cut in the 
Endowment's budget. Other federal programs that serve our 
nation's arts community are being threatened with budget 
cuts as well. The result is that arts funding is being 
chipped away from all sides. 
: The CETA program, which has been recommended for extinction, 


currently provides a great many employment opportunities for 


artists. Proposed cuts in the Office of Education's budget 
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will greatly curtail programs that enrich our youngsters ‘and 


develop future audiences. Arts institutions rely 


‘ 
2 
q } 
| 


heavily on non-profit bulk mail to reach their constitutents 

and build their subscription audience. Proposed cuts in 

postal subsidies will significantly increase the postal 

budgets of all arts institutions and will siphon money from 

the creation of art. The cumulative effect of these cuts 

will have a major impact on the ability of the arts institutions 
to continue to provide the number and calibre of programs < 
which audiences demand. 

Cutting the budget to the extent recommended by the 
President makes little sense. Where else do you get something 
positive.for your federal dollar? Not only do the arts add 
to the quality of cultural life in the areas where they are 
located, but they also contribute significantly to the 
economic growth of the area. Whether you examine Baltimore, 
Maryland or ~ Seattle, Washington, or any community 
in between, the results are the same, the arts have a 
significant economic impact on the region they serve. 

A 1976 study commissioned by the National Endowment for 
the Arts and carried out by the Johns Hopkins University has 
documented this impact in Baltimore. The report showed that 
in 1976, the eight arts institutions studied spent $5.3 
million on goods and services and an additional $4 million 


on wages and salaries. Local attendees numbered 718,000 and 


ont aa ,121 to the eight arts insitutions in 


eee. 's . arts eestor participated 


a 


of approximately “$43. 5 me Tons ‘to the economy. 


tint — ‘de Pegerpaes pointed out that ‘the arts are 
ag ne he ~ STs *= ; pe : >" : 
i r Sor ‘separate from America, but very much a part 


a fabric of our nation. An unemployed artist is no 


ie 


eres ‘than an unemployed factory worker. Inflation 
fetes: - of an impact on arts faut iter: and artists 


than it has on a steel assembly plant and its employees. 


> 


i 
‘ 
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The arts are not immune from the effects of today's 
recession. We are plagued by the same problems that face 
the rest of the country's industries. With seed money from 
the Endowment, however, the arts are able to attract additional 
funds to grow, to bring economic revitalization to areas 
once blighted and abandoned, to generate tax dollars for the 
Federal Government, and rather than feed the malaise of 
pe ee, to help revive it. 

However, without the continued commitment that the 
government has shown in the past fifteen years and the level 
of financial support that has recently been reached, there 
is no doubt that the strides this country has made in generating 
an atmosphere wherein the arts can flourish, will quickly 
erode. Despite increased audience demand, programs throughout 
the country will be forced to be cut back and I am sorry to 
say that we will witness the closing of quite a number of 
high quality arts institutions. 

During World War II the people of Dresden sacrificed 
food and heat to save their art treasures. We are not in 
their plight, but do we have their vision? Decades.are 
spent publishing volumes about the treasures lost to wars-- 
the ruined castles of Europe, the churches that renee disappeared, 
the paintings that could not be saved--we know them now only 
through these books. To prevent such a disastrous turn of 
events, a FY '82 budget for the National Endowment for the 
Arts of $175 million is essential. 

We need art desperately to preserve our humanity, for 
it is through art that we maintain the memory of life on 


this planet, not for one lifetime, but to be passed from one 


generation to the next. 
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amy MEMBER INSTITUTIONS 


A Contemporary Theatre e The Acting Company e Actors Theatre of St. Pau! e Akron Symphony Orchestra e Alabama 
Shakespeare Festival e Alabama Symphony Orchestra e Alaska Repertory Theatre e Albany Symphony Orchestra e Albright- 
Knox Art Gallery ¢ Allen Memorial Art Museum e Allentown Art Museum e Alley Theatre e Alliance Theatre Company 

-@ AMAS Repertory Theatre e American Ballet Theatre e American Conservatory Theatre e American Festival Ballet 

_ American Stage Festival e Amon Carter Museum of Western Art e Anchorage Civic Opera @ Arena Stage e Arizona Opera 
Company e Arkansas Opera Theatre @ Arkansas Symphony Orchestra e The Art Institute of Chicago e Artpark e The Asian 
Art Museum of San Francisco @ Asolo State Theater Atlanta Ballet Atlanta Symphony Orchestra e Augusta Opera e Ballet 
West e Baltimore Museum of Art @ Baltimore Opera @ Baltimore Symphony Orchestra @ Barter Theater e Bella Lewitzky 
Dance Company e Berkeley Repertory Theatre © Berkeley Stage Company e Bill Evans Dance Company e Boarshead Theatre 
@ Boise Philharmonic e Boston Symphony Orchestra © Boston Ballet e Brooklyn Museum e Brooks Memorial Art Gallery @ 
Buffalo Philharmonic Orchestra @ California Chamber Orchestra e Canton Symphony Orchestra e Carnegie Institute Museum 
of Art e Cedar Rapids Symphony Orchestra e Center for the Fine Arts, Miami, FL e Center Stage e Central City Opera House 
Association e Charlotte Opera Association Charlotte Symphony Orchestra e Chicago Opera Theatre e Chicago Symphony 
Orchestra @ Children’s Theatre Company e Cincinnati Opera Company e Cincinnati Playhouse e Cincinnati Symphony 
Orchestra e Circle Repertory Theatre e Civic Opera of the Palm Beaches e Cleveland Museum of Art e Cleveland Opera 
Company @ Cleveland Orchestra e Cleveland Playhouse ¢ Colorado Opera Festival e Colorado Springs Fine Arts Center e 
Colorado Springs Symphony Orchestra e Columbus Museum of Art e Columbus Symphony Orchestra © Connecticut Opera e 
Corning Museum of Glass ¢ Currier Gallery of Art ¢ Dallas Ballet Dallas Civic Opera e Dallas Museum of Fine Arts @ Dallas 
Symphony Orchestra @ Dallas Theater Center e Dance Center of Columbia College e Dance Theatre of Harlem e Davenport 
Municipal Art Gallery © Dayton Art institute e Dayton Ballet e Dayton Philharmonic Orchestra e Denver Art Museum e 
Denver Center Theatre, Co. e Denver Symphony Orchestra“e Des Moines Art Center @ Detroit Institute of Arts @ Detroit 
Symphony Orchestra e Duluth-Superior Symphony Orchestra e The Empty Space Theatre @ Erie Philharmonic 
Orchestra @ Eugene O'Neill Theater Center @ Everson Art Museum e Fargo-Moorhead Civic Opera e Feld Ballet @ Fine Arts 
Museums of San Francisco e First Ali Children’s Theatre e 5 by 2 Plus e Flint Institute of Arts e Florentine Opera of 
Milwaukee e Florida Studio Theatre @ Florida West Coast Symphony Orchestra e Fogg Art Museum e Ft. Lauderdale 
Symphony Orchestra e Ft. Wayne Philharmonic Orchestra @ Ft. Worth Art Museum e Ft. Worth Opera e Fresno Philharmonic 
Orchestra e GeVa Theatre e George Street Playhouse @ Gibbes Art Gallery e Glendale Symphony Orchestra e Glimmerglass 
Opera Theatre e Goodman Theatre e Grand Rapids Symphony Orchestra e Great Lakes Shakespeare Festival e Greater Miami 
Opera Association @ Guthrie Theater e Harrisburg Symphony Orchestra e Harry’s Foundation, Inc. e Hartford Ballet Company 
Hartford Stage Company ® Hartman Theatre e Hawaii Opera Theatre e Herbert F. Johnson Museum e Hinsdale Opera 
Theatre e Hippodrome Theatre Workshop e Honolulu Academy of Arts e Honolulu Symphony Orchestra e Honolulu Theatre 
for Youth e Houston Ballet e Houston Grand Opera e Houston Symphony Orchestra e Hudson River Museum @ Hudson 
Valley Philharmonic Orchestra @ Independent Eye e Indiana Repertory Theatre e indiana University Museum of Art 
Indianapolis Symphony Orchestra e International Museum of Photography at George Eastman House e Intiman Theatre 
Company e Invisible Theatre e jackson Symphony Orchestra @ Jacksonville Symphony Orchestra e Jean Cocteau Repertory « 
Joffrey Ballet e julian Theatre e Kalamazoo Symphony Orchestra @ Kansas City Philharmonic e Kentucky Opera Association 
¢ Kimbell Art Museum @ Knoxville Symphony Orchestra @ Lexington Philharmonic Society e Living Stage # Long Beach 
Symphony Orchestra ¢ Long Wharf Theatre e Looking Glass Theatre ¢ Loretto-Hilton Repertory Theatre Los Angeles 
County Museum of Art e Los Angeles Philharmonic Orchestra @ Louisville Orchestra e Lubbock Symphony Orchestra e Lyric 


76-703 0 - 81 - 19 (6b) 
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Opera of Chicago @ Lyric Opera of Kansas City e Magic Theatre e Manhattan Theatre Club e Mark Taper Forum e McCarter — 
Theatre e Memorial Art Gallery e Memphis Symphony Orchestra e Merce Cunningham Dance Company e Metropolitan 
Museum of Art @ Metropolitan Opera Association e Michigan Opera Theatre e Milwaukee Repertory Theater Company ° 
Milwaukee Symphony Orchestra Minneapolis institute of Art e Minnesota Opera Company e Minnesota Orchestra e 
Mississippi Opera Association @ Missouri Repertory Theatre e Mobile Opera Guild e Monterey County Symphony Orchestra _ 
@ Murray Louis Dance Company e Museum of Fine Arts of Houston e Nashville Symphony Orchestra @ National Black 
Theater @ National Symphony Orchestra e The Negro Ensemble Company, Inc. e Nevada Opera Guild e Neuberger 

Museum e New Dramatists e New Haven Symphony Orchestra e New Jersey Shakespeare Festival New Jersey State Opera e 
New Jersey Symphony Orchestra e New Mexico Symphony Orchestra e New Orleans Museum of Art e New Orleans Opera e 
New Orleans Philharmonic Symphony Orchestra ¢ New Playwrights’ Theatre of Washington @ New York City Ballet e New 
York City Opera e New York Philharmonic Orchestra e New York Shakespeare Festival e Newark Museum Association e 
Newport Harbor Art Museum @ Nikolais Dance Theatre e Northeastern Pennsylvania Philharmonic e North Light Repertory @ — 
Norton Gallery and School of Art e Oakland Symphony Orchestra e Omaha Magic Theatre e Omaha Symphony Orchestra e 
Ontological-Hysteric Theatre e Opera Company of Boston e Opera Company of Greater Lansing @ Opera Company of © 
Philadelphia e Opera Memphis e Opera Omaha e Opera Theatre of St. Louis e Opera Theatre of Syracuse @ Oregon. 4.42 
Shakespeare Festival e Oregon Symphony Orchestra @ Pacific Northwest Ballet @ Palisades Theatre e PART e Pasadena — 
Symphony Orchestra @ Paul Taylor Dance Company @ Pennsylvania Ballet ¢ Performance Community e Philadelphia park 
Guild e Philadelphia Museum of Art @ Philadelphia Orchestra @ Philbrook Art Center e The Phillips Collection @ Phoenix Art 
Museum @ Phoenix Theatre @ Pierpont Morgan Library e Pittsburgh Opera @ Pittsburgh Public Theatre e Pittsburgh " 
Symphony Orchestra @ Players State Theatre @ The Playwrights’ Center e Playwrights Horizons @ Portland Art Museum @ 
Portland Opera @ Portland Symphony Orchestra e Puerto Rican Traveling Theatre Company e Puppet Workshop @ Queens 
Symphony Orchestra e Rhode Island Philharmonic Orchestra e Richmond Symphony Orchestra e Ririe-Woodbury Dance — 
Company e Rochester Philharmonic Orchestra ¢ Rockford Symphony Orchestra e Sacramento Symphony Orchestra e St. | 
Louis Symphony Orchestra @ St. Nicholas Theatre Company_e St. Paul Chamber of Orchestra e San Antonio Symphony/ 
Opera e San Diego Opera e San Diego Repertory Theatre e San Diego Symphony Orchestra e San Francisco Ballet «San _ 
Francisco Museum of Modern Art @ San Francisco Opera e San Francisco Symphony Orchestra e San Jose Symphony 
Orchestra e Santa Barbara Museum of Art e Santa Barbara Symphony Orchestra e Santa Fe Opera Company e Seattle 

Opera e Seattle Repertory Theatre e Seattle Symphony Orchestra e Shreveport Opera e Shreveport Symphony Orchestra e 
Sioux City Symphony Orchestra @ Smith College Museum of Art. e Solomon R. Guggenheim Museum e South Coast. 
Repertory e Spring Opera Theatre e Springfield Library and Museums Association e Springfield Symphony Orchestra, 

MA @ Stage West © Stamford State Opera, Inc. @ Stanford University Art Museum e Studio Arena Theatre e Stamford State 
Opera, Inc. @ Syracuse Stage @ Syracuse Symphony Orchestra e Tacoma Art Museum e Theatre by the Sea e Theatre X e 
Toldeo Museum of Art © Toledo Symphony Orchestra e Tri-Cities Opera Company e Trinity Square Repertory Theatre e 

Tulsa Opera e Twyla Tharp Dance Foundation @ University of Illinois Museum and Art Galleries e University of lowa Museum 
of Art @ University of Michigan Museum of Art e Utah Symphony Orchestra ¢ Vermont Symphony Orchestra © Virginia 
Museum of Fine Arts e Virginia Museum Theatre @ Virginia Opera Association e Walker Art Center @ Washington Ballet ¢ 
Washington Opera e Whitney Museum of American Art e Winterthur Museum e Winston-Salem Symphony Orchestra e 
Wisdom Bridge Theatre e Wolf Trap Company e Yale Center for British Art @ Yale Repertory Theatre e Yale University . 

Art Gallery 
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ADDENDUM TO 1980-81 ALLIANCE MEMBERSHIP LIST: 


Chattanooga Opera 

Louis Falco Dance Company 
Orchestra da Camera 

Theater for the New City 
Museum of Modern Art, N.Y.C. 
Pittsburgh Ballet Theatre 
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TESTIMONY OF THE ASSOCIATION OF 

INDEPENDENT VIDEO §& FILMMAKERS 

IN OPPOSITION TO THE PROPOSED CUTS 

IN THE NEA/NEH BUDGETS, AND IN: 

SUPPORT OF STABLE PUBLIC FUNDING 
FOR THE ARTS 


‘The Association of Independent Video and Filmmakers, Inc. 
(AIVF) is a trade association of independent video and film 
producers. Traditionally, independent production has served as 
the creative alternative to commercial broadcasting and film 


_ programming in this country. 


Congress, in enacting the Public Telecommunications 
Financing Act of 1978, expressly recognized "the important 
contribution independent producers can make in innovative and 
creative new programming." And, in the enabling legislation 
establishing the Endowments of Arts and Humanities, Congress 
declared that it is necessary and appropriate for the federal 
government to help create and sustain not only a climate encourag - 
ing freedom of thought, imagination and inquiry, but also the 
material conditions facilitating the release of this creative 


talent." 


It is the position of AIVF that the Administration's 
proposed reductions in the budgets of the two Endowments 
represents a significant reversal in the intent of that legis- 


lation, and, therefore, must not be approved. 


Historically, funding from the NEA and NEH has been 
essential to sustaining the voice of independent production in 


this country. The proposed cuts would effectively silence 
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that voice. Both as a consequence of a loss of direct funding, 
and of ‘cutbacks affecting nonprofit néatavesreace organizations, 
the activity of independent film and video will be greatly 
restricted. 7 : 

As heavy as the toll of these drastic cuts will be to 
independent productions, ultimately, the highest price will be ? 
paid by the American public. Its loss will be the stimulation 
and challenge to mainstream programming which only creative 
independent productions provide. Such notable productions Asan 
"Nova,'’ "The Odyssey" series, ''The American Short Story" series, 


are all public television productions. Independent productions 


on the order of "Harlan County, USA," "I Remember Harlem," 
"To Be Young, Gifted, and Black," are examples of the outstanding — q 
work of independent producers who ‘were supported by the Endow- 
ments. The legislation of the proposed cutbacks to the NEA 

and NEH could very well mean the extinction of this kind of 

work. 

Aside from this decotnentel impact on independent 
production, our position is that the recommended budget reductions 
are also economically unsound and will have a socially destructive 
impact upon our society. We concur with the well-documented 
findings that private and corporate support to the arts is 
greater now than it has ever been precisely because of the 


Endowments' roles in encouraging such support. The lessening 


of the Endowments' budgets in favor of private sector donations 
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TESTIMONY Of GERALD GEORGE ARE GS | 
DIRECTOR OF 275499 =§ 

THE AMERICAN ASSOCIATION FOR STATE AND LOCAL HISTORY 
On behalf of the American Association for State and Local History, I~ 
offer this testimony with a sense of bewilderment. | DSI ST s0nee 
At a time when our political leaders appeal more than ever to Americans’ 
national pride, we also find ourselves asked to care less for wht happens to E: 


the historic records and artifacts that document our national achievements. 


At a time when our political leaders ask us with increased frequency to 
think of ourselves as a great people, we are also asked to reduce our attention 
to the historic sites and structures in which the great things happened or 
through which we come in direct touch with the past lives of Americans of ace 
complishment. | ys 

At a time when our political leaders rise with new zeal to defend our 
historic values from threats outside, reduced concern is shown for the protection 
of our historic resources within. The Administration sees need for more and 
better guns, but it consigns to the lowest priority any federal responsibility 
for those institutions and resources that help us think about what we are de- 
fending. | 

I refer to proposals for federal budget cuts in heritage programs that 
go far beyond the fight against inflation. 

For Fiscal 1982, the Administration is asking a cut of 50 percent in the 
appropriations requested by the Carter Administration for the National Endow- 
ment for the Humanities and the National Endowment for the Arts. And within 
the former, the cut requested for the Museums and Historical Organizations 
Program exceeds 60 percent. | 

For Fiscal 1982, the Administration is asking a cut of 100 percent in the 
National Historical Publications and Records Commission, for which it shows no 
signs of seeking reauthorization when the present authorization expires next 


September. 


1031 


ra 


_ For Fiscal 1982, the Administration is asking a cut of 100 percent inthe 


Bian ityts.of Museum Services, and proposes that Congress rescind all IMS appro- 
-priations for grants even in the current fiscal year. 
For Fiscal 1982, the Administration is asking a cut of 100 percent in the 
‘Department of the Interior's matching grants to states for historic preserva- 
tion. In fact the Administration proposes in the current fiscal year to deny 
Beunds to states that have not already committed their appropriated federal 
Bat otments to meet preservation needs. 
_ This is an unprecedented attack on the capacity of this country's museums, 
archives, libraries, preservation organizations, and historical agencies to 
"save and protect for educational use the evidence that we have a past worth 
"remembering. 
This is a denial of the principle that the nation as a whole must join 
: states, localities, and private citizens in askepiing responsibility for the 
Beeeection and use of historic resources. > 

This is a disavowal of the principle that publicly accountable philan- 
_ throphy -- grant-making with Congressional oversight and competitive evaluation 
, through peer review -- is a desirable balance to private philanthropy, and. that 

cultural health and vitality require both. 

And this is an abandonment for the first time of bipartisan political 
Support for programs that in the past have seemed significant to Republicans 
and Democrats in the White House as well as in the Congress. 

Among other things, the proposed budget cuts will cost this: 

The National Endowment for the Humanities will make no new challenge grants 

of the kind that have provided seed money to cultural organizations to mount 
fund-raising campaigns in the private sector with which to match the federal 


assistance three to one. 
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The Museum Program in the National Endowment for the Arts will have half 2 

as much for grants that in the past have been privately matched to support such 
things as travelling museum coordinators, who within their étates bring techs>am 
nical assistance to struggling smal] museums, or books such as one our own . 4 
organization published with partial help from NEA on how 6 ake usu aCe 


ible. to the handicapped. nt tno 


*. The National Historical Publications and Records Commission will be 
forced, among other things, to leave to the state of Tennessee; or to the 
citizens of Nashville, Greeneville, and Columbia within it, the responsibility 4 
for making it financially possible to locate, edit, and publish the papers of 
United States Presidents Andrew Jackson, Andrew Johnson, and James K. Polk. 

The Institute of Museum Services will have to deny small grants of less 
than $1,000 each to the scores of history museums that already have applied | 
to the Institute's Museum Assessment Program, through which expert advice is 
made available on long-range planning, accreditation requirements, professional — 
standards, and local financial development. | 

The Department of the Interior will have to cut off the system of state iy 
historic preservation offices, which have been given legal responsibilities 
by the federal government that they may now be denied the funds to carry out, 
and which have maintained at the state level rather than in Washington -- 
something the present Administration has seemed otherwise to favor -- the 
responsibility for judging the merit of applicants for federal matching grants 
for preserving historic properties. 

The cuts strike not only at our acknowledged national treasure houses, 
such as the Massachusetts Historical Society, which, since the formation of 
the federal union, has preserved collections of papers of the founding fathers, 


from which comes much of what we know about them -- including much of what 
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was in the television Series on the Adams Family that NEH grants helped make 
possible. The cuts strike also at the grass roots, where historical societies 
try to help their localities gain a sense of being real communities, while also 


te 
_ trying to explain their uniqueness and interpret their part of the nation's 


* 


- experience to Americans outside. 
a Take for example two that I recently visited -- the Coastal Georgia His- 
torical Society and the Birmingham, Alabama, Historical Society. With con- 
Btentiots new presidents and well-trained professional directors, they both 
“can claim significant achievements on slender budgets -- the salvation of a 
historic house and development of a museum for Coastal Georgia and the creation 
. for Birmingham of a preservation-education program that won one of our AASLH 
awards . 
Birmingham had grant help from three federal agencies -- but also from 
at least two state agencies, five private trusts and foundations, a local bank, 
and the city's Junior League as well as membership dues. Coastal Georgia has 
a challenge grant from NEH that the society is working to match with local 
dollars three-to-one, and had hope of a Museum Assessment Program grant from 
| IMS to help with long-range planning and goal-setting for a stable future. 
In both cases federal money provided financial stimulus locally as well as 
Significant assistance in itself. And in both, the mix of levels of assistance 
properly expressed a sense of shared responsibility for historic resources. 
4 The states will not pick up the federal share of responsibility if the 
| Congress approves huge cuts. On the contrary, the federal cuts will] come on 
top of cuts that the states already are imposing on agencies that have history 
responsibilities. 
Proposition 13 hurt many historical organizations in California. A year 


ago the governor of Texas cut seven museums with historical materials out of 


other state agencies in acceptir 

and individual members of the Aoerican Asoctat 
would be. 3/71 49,9. RGepRRy AT egHuERE) egueiD FSH) cA” Ha 
wel] 55 SMR, BSB SUE RPOROTEL ORB MINN SUP Stl ae ate 


to fight inflation. 
; sre & “ct ut ghdety BOY tate Gh ie h ‘Spite 


SF OFA véettod © 

inetd Curt anes ithe are devoted to siete seien intact for America? s future the A 
ai ci? hh? 5 ee eee 

priceless materials ‘that oer its past. We ‘urge the Congress be recogni: 
a public as well as a orivate esponsibility, a federal ‘as well as S ate and. 

local responsibility, for the ongoing, ffrenteting effort to save, BPS Rs sec 

and explain historic materials. We ask resistance to budget cuts that would 


d J “jae Poe ¥ 
eviscerate or destroy agencies that carry out the national share of responsibility. 
We ask a continued Congressional commitment to the work of caring for our 


national heritage, so that we can keep teachers and school kids, scholars _ ee a 


and citizens, in touch with what's worthy in our past. i bat 
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— THE EIGHTEENTH & CoLumMBIA RoaAp BUSINESS ASSOCIATION, 
Phe: Washington, D.C., March 26, 1981. 
Re testimony to be included in printed Hearing on proposed cut in NEA Budget. 


Chairman, Interior Subcommittee on Appropriations, 
Rayburn Building, Washington, D.C. 


_ Dear CHAIRMAN YArTEs: I am writing to point out that most of our inner city 
Adams Morgan business people strongly support the cuts in the budget of the 
National Endowment for the Arts proposed by President Reagan. 
Frankly, I was astonished by the comment of one witness before you yesterday 
(March 25) whom the Washington Post quoted as saying in its issue of March 26: 
“Tm aware, as we all are, of the scores of citizens pouring in here, crying against 
-cuts—the hungry, the poor. Are arts important in the face of all these basic needs? 
Yes. Man is a spiritual being.” Man is, but are artists? Art is not something to hand 
_ the starving, or that people must place above an unfilled belly, a sick child, a cold 
family. The distinguished witness must have been misquoted, was she? 
The arts spokesperson in this case is in essence arguing that even though the poor 
__ are cut back, and the hungry are cut back, that the arts should not be cut back. 
_ This fails to strike a responsive chord in me. 
___ The arts spokesperson quoted by the Washington Post failed to note the large 
_ sums given the arts outside of the NEA budget by Uncle Sugar. You, yourself, 
_ reportedly got $1 million for Washington, D.C.’s National Symphony Orchestra—not 
_ one of the nation’s top orchestras. Congress pays for the Kennedy Center, the 
- Hirshhorn Museum, it pays for the maintenance of the National Gallery of Art 
_ (Mellon), it supports the National Collection of Fine Arts, and the National Portrait 
_ Gallery. Congress pays for the Public Broadcasting System, the Library of Congress; 
Congress pays the artists who design the increasingly expensive stamps, coins, the 
_ medals, the Statues of Jefferson, Lincoln, and other statesmen, in the Nation’s 
_ Capital; it (Congress) pays for the International Cultural Exchange Program in the 
_ U.S. Department of State, and on and on and on, in the Nation’s Capital. Rep. 
_ Yates: How much art do we need? Is it more important than healthy well-fed 
families in warm homes? : 
____What Congress doesn’t do is end the 50 percent unemployment in inner city areas 
_ of the nation’s capital, and rebuild the burned-out business areas reduced to ashes 
in the 1968 riots in Washington, D.C. The arts spokespersons expressed no concern 
about the unemployed hungry, poor, and ill. And Congress expresses its concern—as 
have all presidents in the past 13 years—but does nothing. But Congress did provide 
_ the Pennsylvania Ave. project, and over $500 million in public funds for the wealthy 
_ Downtown business area. 
Please include this letter in your published Hearings. 
Respectfully, 
J. GEORGE ERAIN, Secretary. 


"The $500 million in public funds was the sum claimed by The Board of Trade in a press release 
dated Dec. 20, 1978 as expended on 53 “Downtown Projects.”’ All are in the wealthy Downtown 
Commerical area. 
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TESTIMONY 
OF 
SUSAN GALLAGHER FREEMAN, CHAIRWOMAN 
NORTH DAKOTA COUNCIL ON THE ARTS 


As the Chairwoman of the North Dakota Council on the Arts, I am 
honored to be here and happy to have this opportunity to tell you 
about the arts in North Dakota, and the role that the National 
Endowment for the Arts has played in their development. 


As you are aware, North Dakota is one of the largest and most 
sparsely populated states in the country. Our land is rich in 
oi] and coal and provides an abundance of food for the entire 
country. Because of the need to use our land for farming and 
ranching and mining, our population is widely scattered. Our 
largest city contains about 60,000 people. 


There were arts activities in North Dakota prior to the inception 
of the National Endowment for the Arts and consequently the North 
Dakota Council on the Arts, but they were located in only a few 
cities in our state and took place almost entirely on college and 
university campuses. In 1967 the North Dakota Council on the Arts 
funded eight projects with the thirteen thousand dollars it 
received from the National Endowment. In 1980 our Council funded 
105 groups from a National Endowment block grant of almost $300,000. 
The Council had to turn down another 100 groups because it did not 
have enough money to fund additional requests. 


The growth of the arts in North Dakota is directly related to the 
growth of the National Endowment for the Arts. As the Basic State 
Grant has increased so have the numbers of arts activities in North 
Dakota. But more than the quantity of arts activities, the quality 
of arts activities has increased. It has been the National Endow- 
ment for the Arts' funds and influence which have encouraged many 
volunteer groups to hire a professional staff and attain an 
excellence in programming many thought was not possible. In the case 
of the North Dakota Council on the Arts, each of our staff positions 
was originally funded by the National Endowment for the Arts. All 
are now funded by the state of North Dakota. 


Although the National Endowment for the Arts' grants to the state of 
North Dakota have increased steadily over the last 14 years, they 

have not increased as rapidly as private dollars have. When the 

North Dakota Council on the Arts first awarded $13,000 of National 
Endowment for the Arts money it was matched by the grantees, but it 
was probably matched with in-kind services. In 1980 North Dakota 

arts groups generated over 1.3 million hard dollars in private and 
foundation support to match $300,000 in federal funds. They generated 
an even greater amount of in-kind services. 
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‘There are many projects which were begun by North Dakota Council on 
the Arts which are now self supportive. Just this year two small 
community arts councils that were started with our Council's support 
wrote, thanked us for our past assistance, stated they would not need 
funds from our Council this year and added that without the assistance 
Of grants and the encouragement they have received in the past none of 
their activities would have been possible. They continued that they 
hoped that start up money would continue to be available to other 
emerging groups across the state. I do too. 


Unlike large urban states, a sparsely populated state such as North 
Dakota without major arts institutions relies on its arts council for 
delivery of arts services and hence is the major beneficiary of federal 
arts funds in the state. I can therefore Speak with assurance as to 
the damage a 50% cut of the arts endowment budget would do to North 
Dakota. $100,000 would be lost to our agency and hence to the arts 
groups in the state that we support; and very severely almost $50,000 
gone that goes to the artists in the schools program that reaches so 
deeply into our small communities. Let me say more about our programs 
and their impact. 


Besides our grants to various arts groups in North Dakota we have three 
other projects administered from our Council; Artists-in-Education, 
Folk Arts, and Community Services. 


Artists-in-Education is a very different program in North Dakota's 

small rural communities than it is in many large cities. Rhame, North 

_ Dakota is a town of 206 people. It had an Artists-in-Education program 

three years in a row; one in writing and two in visual arts. The North 
_ Dakota artists conducting these residencies lived with communi ty 

| people in their homes, shared their meals, and in the course of a 

week's time became a part of their host's family. These artists not 

/ only worked with school children but had a tremendous impact on the 

| Whole community. Artists-in-Education provides a means of Support for 

| North Dakota artists, the first and sometimes only arts experience for 

| isolated rural children and a chance for an entire town to grow from 

_ the close contact with a "real artist." The 1980 program served 7000 

| school children in 41 school districts in the state. 1100 teachers 

_ also participated in the program. I am afraid that if the National 

_ Endowment for the Arts budget is cut by 50% Artists-in-Education will 
mot continue to exist. It would be missed by many rural Americans. 


North Dakota's Council is fortunate to have a folklorist on its staff. 
Nicholas Vrooman was graduated from New York State University's folk art 
program, with a masters degree. He was hired by our Council in 1980 to 

_ Survey the state and catalogue North Dakota's folk art and artists. In 

the last year he has traveled over 30,000 miles and spoken to thousands 

on North Dakotans. There will be many projects to evolve from this 

initial research. The first is a show of objects collected by Mr. 

Vrooman which is featured in a six page pictorial in this month's "Clarion," 
the monthly publication of the Museum of American Folk Art in New York 

City. While North Dakota needs the expertise and talent available in 
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many larger and more sophisticated arts groups, we also have many folk ED 
artists whose works are treasured at home and serve as an example of 
the individual creative spirit and an inspiration to those same larger 
and more sophisticated arts groups and communities. Our folklorist was a 
originally hired on a grant from the National Endowment and is now 
supported by the state of North Dakota. Without the Endowment's ‘s Sion 
initial impetus we might never have discovered the many examples of folk 
art which are among the purest and finest in the nation. If the Nationa bal 
Endowment budget is cut by 50%, it is not likely that money would be 
available for more projects such as this. 


Our Community Services program is funded by priorities money from kee" Gar 
National Endowment for the Arts and state money. Through this program 
the North Dakota Council on the Arts is able to provide technical and ia 
programming assistance to small communities, ranging in population from 
500 to 2000, who serve isolated areas which have little or no arts 
programming. They have now developed their own arts councils, classes 
and workshops and have solidified their own funding base through rs 
community wide fund raising and other sources. They are prime examples 
of how National Endowment for the Arts money can be used to seed poo 
in rural areas. 


Another important program generated by*National Endowment for the Arts 
funds is our regional association, Affiliated State Arts Agencies of the 
Upper Midwest. The Affiliation provides low cost programs in the 
performing and visual arts through a block-booking system in a five state 
area. These programs provide professional quality arts to people who in 
many instances have never before seen a live theatre performance, heard 

a symphony, or seen an original work of art. In 1980 Affiliation programs 
reached 27 North Dakota communities and with continued funding will reach 
many more in 1981. A 50% cut of the arts endowment will essentially put © 
this regional organization out of business. 


In conclusion, the National Endowment for the Arts has been a vital part 
of the growth of the arts in the state of North Dakota. As the Endowment 
has grown so have the arts in North Dakota. National Endowment for the 
Arts' funds have generated many more dollars in private support, and 
without its steady, secure presence many new and developing groups would 
not have begun their programs. Beyond the dollars granted, the National 
Endowment for the Arts has offered to North Dakota a vision of what the 
arts can eventually become and the difference they can make to the 
quality of life of our citizens. We need the continued strong leadership 
of the National Endowment for the Arts in North Dakota. We need its : 
continued inspiration and encouragement and we need the full impact of 

its financial aid. I sincerely hope you will fund to full extent the 
National Endowment for the Arts' budget request for fiscal 1982. 
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ba TESTIVONY SUBMITTED FOR THE RECORD TO THE SUBCOMMITTEE ON INTERIOR AND 
_ RELATED AGENCIES, March 26, 1981: 


' The individuals listed below, assembled as the evaluation panel for the 
: Paul Chamber Music Residency Program, wish to add their opinion to the 
E testimony of those who oppose the severe cuts in the budget of the 
National Endowment for the Arts. ) 


For the past two days, we have reviewed applications from chamber music 
ensembles throughout the country that are attempting to establish 
community residencies with the assistance of strongly supported host 
institutions, We pata with real gratification the progress chamber 
music ensembles have made in the past few years as they, for the first 
time, have been able to combine government funding with various private 
sources: chambers of commerce, business corporations, radio stations, 
medical centers, retirement communities, churches, and museums. In case 
after case we have observed the beneficial effect of state, regional ’ 
and federal funding, both on their aftistic and administrative abilities 


end on the growth of the audience for high-quality music-making. 


) We are alarmed by the predictably dangerous effect of a retrenchment at 
this moment, when chamber music is just beginning to demonstrate its 


wide appeal to many millions of Americans in all walks of life, 


James Backas, Panelist 
Stephen Douglas Burton, Panelist 
Vera Brodsky Lawrence, Panelist 
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CHAMBER MUSIC AMERICA — 


Grants for Chamber Music Residencies ct 
From Ipswich to Honolulu Announced 


on? > call 
Nine professional chamber music ensembles were awarded grants 


to support new residencies next season in the Paul Chamber Music 


Residency Program. These will bring to 19 the number of Paul 


ensemble residencies serving communities from Ipswich to Honolulu. 


EN Re RET Vy Sp SI 


The 1980-81 season will find ensembles playing to audiences in 
a wide variety of settings from a medical center in Durham, N.C. am | 
to a cathedral in Brooklyn, from a retirement community in Florida 


to the public schools in Hawaii. Grants for 1980-81 totalled 


Ne 


over $133,000. 
Paul Chamber Music Residencies are prototypes for innovative < 
approaches to support of chamber music. By combining tie 
administrative strength of community-based host institutions with, 
the artistic excellence of the chamber music ensemble, each — 
residency explores the potential for improving audience development, 
fund-raising and marketing. Host institutions include a shopping 
center, radio stations, universities, museums, art centers, a 
symphony orchestra, a music festival, and chambers of commerce. 
Each host has promised to equal or exceed the value of residency 


grants to the ensembles through matching funds and in-kind ser vices. 


In the first phase of the program, nine residencies received 


Se ee 


$188,938 from their local communities to match total grants of 


OC a 


nearly $130,000. 

The residency program is administered by Chamber Music America, 
the national association of more than 500 professional chamber music 
ensembles, concert series, and training institutions. It is made 
possible by grants from the C. Michael Paul Foundation, the Edward 


John Noble Foundation, and the National Endowment for the Arts. 


=—no°ce= 
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chamber music residencies page 2 


"We are especially pleased that this program is coming to the 
attention of other foundations, such as the Noble Foundation, 
and that they are joining us in recognizing the need for helping 
chamber music ensembles establish a secure financial base," said 


he al 

a Robert W. Ashton, manager of the Paul Foundation. 
=a . 

_ 


The new ensembles and their host institutions are: 
Calliope, A Renaissance Band: Christ Church United Methodist, 


New York City. 


= Ciompi Quartet: Cultural Services Program, Duke University Medical 
4 Center, Durham, N.C. 

: Contemporary Music Forum: National Bureau of Standards in Gaithersburg, 
Maryland. 

L'Ensemble: WAMC-FM, a public radio station, in conjunction with 
concerts at restored historical sites. 

Lyric Arts Summer Music Festival: Kings Point Condominium, 

retirement community, Delray Beach, Florida. 

Metropolitan Brass Quartet: St. James Cathedral, Brooklyn, N.Y. 

Musick for the Generall Peace:Castle Hill Foundation in conjunction 
with concerts at historic sites in Massachusetts, Ipswich,. Mass. 

North Country Chamber Players: Chambers of Commerce of Francmia- 
Sugar Hill-Easton, and Littleton-Lisbon; Littleton Courier; radio 
station WLTN; New Hampshire Commission on the Arts, Franconia, N.H. 


Seoul Chamber Ensemble:Flushing Council on Culture and The Arts of 


the Downtown Flushing Development Corp; Korea News, Flushing, N.Y. 


Continuing their Paul Chamber Music Residencies are: 
Annapolis Brass Quintet: The Rouse Company: "The Village of 
Cross Keys," Baltimore, Md. 
Atlanta Chamber Players: Colony Square, a multi-use midtown 
development: Special Audiences, Inc. a state-wide organization for 
the handicapped, institutionalized and disadvantaged; Agnes Scott 
College; public radio station WABE-FM; public television station 


WETV, Atlanta, Georgia. 


-more=- 


76-703 0 - 81 = 20 (6b) 
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chamber music residencies page 3 


‘ 


Catskill Woodwind Quintet: Catskill Conservatory, an independent 


educational-performance cooperative; TSR College, State 
University of New York, Oneonta; Colgate University; Catskill 
Symphony Orchestra, Oneonta, New York. 

Concert Royal: Society for Chamber Music in Rochester: WXXI 
television and radio stations; George Eastman House International 
Museum of Photography; Rochester, N.Y. 

Dakota String Quartet: South Dakota Symphony, Augustana College; 
Sioux Palts * 62D. 

Ensemble for Early Music: Detroit Institute of Arts, Detroit, Mich. 
Kronos Quartet: Mills College, Oakland, Calif. 

Mirecourt Trio: Green Lake Festival of Music, Green Lake, Wis. 
Spring Wind Quintet: Chaminade University, Hawaii Loa College; 
Kamehameha Schools, Hawaii Association of Music Societies, 
Honolulu, Hawaii. 

Voices of Change: Meadows School of the Arts, Southern Methodist 


University; public radio station KERA-FM, Dallas, Texas. 


Serving on the panel to select the third round of residencies 
were: Shirley Fleming, editor of Musical America and music critic 
for the New York Post; composer Stephen Douglas Burton; Abram 
Loft, former member of the Fine Arts Quartet and now a professor 
at the Eastman School of Music; and George Plasko, clarinetist 
and former member of the Sonos Chamber Ensemble. 


THA HE 
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A Multi - . discipline Art Arts and Cultural Or Organization 
including Literary, Visual & Performing Arts 


P.O. Box 4775, Austin, Texas, 78765 
2330 Guadalupe, Austin, Texas, 78705 — 


: 512-477-1064 

‘a In 1980, Women & Their Work, Inc, an artist organization in 

+ Austin, Texas, received $3,500 from the National Endowment for 
the Arts to hold a multi-disciplinary arts workshop and public 


% performance. This event was supported by additional cash grants 
Be totaling $1,800 from the City of Austin and a private foundation. 


. Forty writers and visual artists from many ethnic, cultural and 

stylistic © backgounds, and of all ages, held six workshop- 

: meetings and did a week of intensive on-site preparation for 
the outdoor event. Donations of time by professional, semi- 
professional and emerging visual artists, writers, dancers and 
media artists amounted to more than 1,500 hours or $11,000. 
Support services and space at Laguna Gloria Art Museum, the 
site of the public performance, equaled=$2,200. 


| 
; 
An additional $11,00 was raised from ree sources in order 


which would record this project for tinkiten ley arith preserve 6 JEG 
in an accessible, inexpensive form. The event was also video- 
taped and aired three times on local public access television 
to an estimated audience of 15,000 people. Despite 100-degree 
weather, more than 500 people attended the two days of outdoor 
performance or visited the site. 


NEA contributions represents 18.9% of the total cash outlay for 
this workshop and performance event. It represents 11% of the 
total cash and personnel expense. Twenty thousand Central Texas 
citizens had the opportunity to enjoy innovative, locally 
originated art activities at a cost of 17.5¢ per person. 


The impact of this innovative event upon the community has been 
profound. Artists and writers learned new ways to work together 
and cooperate imaginatively and in practical ways. Older, more 
experienced artists and writers taught and learned from novice 
practitioners. The artists and the community were enriched by 
the new lexicon of artistic symbols developed and shared in the 
course of the project. The sponsoring museum was please with 
the enhancement of its programs. The museum's curator wrote 
to say "you. . .have suggested to me the possibility of future 
temporary art and theatrical installations on the Museum's 
grounds." Women artists and writers who had never been exposed 
to the Austin audience before were enabled to develop an audience 
for their works and many new complete works by individuals have 
been created based on ideas peves cred in the workshops. 

RM Sa aN ce ia Ee 
Without the seed money erom. hes National Paubenerit for the "arts 
this project might never have happened. Without this financial support 
and the credibility which comes with this support Central Texas 
might never have had this unique artistic experience. We wish 
that other groups, other cities, other artists, may also receive 
Similar support in the years to come. The National Endowment 
for the Arts performs a vital service, and we urge that it receive 
full support in next year's budget. 
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STATEMENT FOR THE RECORD OF THE HOUSE APPROPRIATIONS SUB- 
COMMITTEE ON INTERIOR AND RELATED AGENCIES OF JAMES M. 
BANNER, JR., CHAIRMAN, AMERICAN ASSOCIATION FOR THE ~ 
ADVANCEMENT OF THE HUMANITIES, ON THE REVISED FISCAL YEAR 
1982 BUDGET REQUEST FOR THE NATIONAL ENDOWMENT FOR THE 
HUMANITIES, APRIL 7, 1981. 


I am submitting this statement as chairman and chief 
executive officer of the American Association for the 
Advancement of the Humanities, an independent, non-profit 
membership organization that supports the work of humanists, 
fosters communication and cooperation among them, promotes 
the public understanding of the humanities, and seeks to 
increase the contribution of the humanities to American 
life. Its members come from many fields of inquiry, parti- 
cipate in many sorts of institutions, and pursue many kinds 
of endeavors associated with the humanities. They have in 
common a deep and enduring concern for the strength and 
vitality of the humanities in their many forms: inquiry, 
teaching, and the diverse programs and institutions that 
sustain research, instruction, and the preservation and 
transmission of knowledge in the United States. ; 


The AAAH is not now, nor has it ever been, a recipient 
of funds from the National Endowment for the Humanities. 


In view of others' testimony before the Committee about 
the value of the humanities and their contribution to 
American life and culture, the Association wishes in this 
Statement to provide evidence only on matters relating to 
the anticipated effect on the humanities of the Admini- 
Stration's requested budget reduction for NEH -- matters 
that fall directly within this Committee's preview. 


In the first place, although the proposed reduction in 
the program, treasury fund, and challenge grant budgets of 
the Endowment total $66 million, the loss of funds to the 
humanities will be much greater. 


Monies available through the matching and challenge 
grant programs designed to attract to the humanities support 
from individuals, foundations, and corporations will be 
reduced in the aggregate by 55.2% -- meaning a reduction in 
Private funds for the humanities directly attributable to 
the incentive of public monies from these two categories of 
at least $47.3 million in the next fiscal year. One must 
add to this figure the amounts lost through the matching 
requirements of the state programs. 


Therefore, direct program Support, matching and chal- 
lenge grants, plus linked private support for the humantieis 
will decline in FY 1982 due to proposed changes in the NEH 
budget by at least $124 million -- or almost twice as much 


a ae 
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as the budget cuts alone seem to indicate. This does not 
take into account additional losses due to reductions slated 
for many related programs, such as the Institute of Museum 
Services (targeted for elimination) and the National 
Historical Publications and Records Commission. It there- 
fore seems reasonable to anticipate a decline in support for 
the humanities due to the proposed reduction in federal 
funding of roughly $150 million in fiscal year 1982 alone. 

A decline of this magnitude will not only seriously weaken 
humanities programs, humanities scholarship, and insti- 
tutions that support the humanities; it will also have a 
negative economic impact on those communities in which the 
funds, when granted, are spent. 


_ In the second place, the administration's assertion 
that the existence of the Endowment has dampened private 
Support for the humanities is contrary to fact. Since 1976, 
NEH challenge and matching grants -- marked for deep cuts in 
the new budget -- alone have elicited over one-quarter of a 
billion dollars in private individual, foundation, and 
corporate support for the humanities. 


Third, as corporate and foundation officers have 
repeatedly testified, they often depend upon the Endowment's 
peer review process and the leverage of matching and chal- 
lenge grants in committing their own funds to the humani- 
ties; and they argue that the anticipation of greater 
private support because of NEH budget reductions is 
illusory. In a recent televised interview (CBS, "Sunday 
Morning," March 1, 1981), Robert O. Anderson, chairman of 
the Atlantic Richfield Corporation, stated that the budget 
cuts would cause "Serious dislocation" in the arts and 
humantiies and concluded that the administration's confi- 
dence that the cuts would be made up by the business com- 
munity was "questionable." Richard Lyman, president of the 
Rockefeller Foundation, in a March 16th address, stressed 
related errors in the administration's position. "All of 
the country's philanthropic foundations together spent about 
$2.3 billion last year. Neither they, nor the corporations, 
nor private individuals whose generosity was nearly ten 
times that of foundations and corporations combined, can do 
all things the government is threatening to stop doing. It 
is a cruel hoax to pretend otherwise." 


In sum, the damage done to the humanities by the pro- 
posed reduction in the federal budget for the National 
Endowment for the Humanities and related agencies is likely 
to be far greater, pervasive, and permanent than people seem 
to realize. Nor are the administration's arguments about 
private support sustained by evidence. The Congress should 
therefore refuse to concur in the budget reductions proposed 
for NEH. 
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STATEMENT OF ANITA TAYLOR, PRESIDENT, SPEECH COMMUNICATION ASSOCIATION, 
ARTS AND COMMUNICATION, GEORGE Mason UNIVERSITY, FAIRFAX, VA. 


The Speech Communication Association wishes to join its many colleagues among 
the national professional associations recording a protest against a 50 percent cut in 
funding for the National Endowment for the Arts. Those proposing these budget 
reductions argue that all aspects of the federal government should share equally in 
painful cuts required to combat inflation. This Association is a responsible body, one 
that understands the need for the arts to share equally in budget cuts, but a 50 
percent cut for the NEA is neither equal nor likely to have any positive impact on 
the federal budget deficit or the fight against inflation. Dru 

The Speech Communication Association is strongly opposed to such a large cut in 
the NEA budget which would single out the arts (and their companion, the human- 
ities) for much larger reductions than most other programs, in which even a 10 
percent cut would have a much larger impact on reducing the federal deficit. 
Through the proposed cut is one-half the arts endowment budget, it is a miniscule 
fraction of the federal budget deficit. The magnitude of the change being recom- 
mended cannot be described as equal sharing when compared with any but those 
few programs being targeted for extinction. This cut flies in the face of broad 
support throughout the country for government support of the arts. The recent 
study conducted for the American Council on:the Arts by Louis Harris reports that 
a large majority of Americans agree that government should support the arts, and 
51 percent would be willing to pay an increase in their own taxes for such support. 

It has been argued that private money will emerge to replace the federal dollars 
being removed from supporting the arts. Such an argument ignores the facts. The 
NEA’s highly successful challenge grant program already involves outside dollars, 
requiring that three dollars in outside funds match each one dollar obtained from 
the government. It ignores the fact that in the 15 years before the NEA existed, 
corporate support for the arts increased by only 3 percent, while in the 15 years 
since its establishment, corporate support has increased over 1,000 percent (from 
266 million to 2.7 billion). Figures such as these demonstrate that the role of the 
NEA has been a catalytic one. A very few federal dollars have precipitated many 
private and local dollars to support arts organizations, presenters and artists. 
Indeed, few tax dollars can show such a large return on investment. 

Arts activities, for very few dollars invested, provide large economic returns. Data 
from economic impact studies in six different U.S. cities indicate that for every 
dollar spent by an arts organization on printing, postage, salaries and other ex- 
penses of arts production, five dollars in economic activity are generated in the 
community where the arts dollar is spent. In short, arts expenditures generate tax 
revenues. Hence, the proposed cuts, though negligible in impact in reducing the 
1982 federal deficit, may actually reduce the revenue side of the budget because it 
will halve the federal dollars spent for arts and may in turn have much greater 
impact on the arts expenditures with all their related economic activity. 

The 50 percent reduction for the NEA is short-sighted, counter-productive of its 
aim, and economically indefensible. The Speech Communication Association urges 
the committee not to accept the proposed budget reduction. 


TESTIMONY BY WAYNE P. Lawson, ExecuTIvVE Director, On10 ARTS COUNCIL, 
CoLUMBUS, OHIO 


The current administration’s proposed 50 percent cut to the National Endowment 
for the Arts is not only inequitable in light of other proposed cuts for federal 
agencies, but will have a disastrous effect on the growth of the arts on the state and 
local levels. As director of one of the nation’s largest state agencies, I am concerned 
that the effective role that the National Endowment for the Arts has played as a 
catalyst in increasing support for the arts by state and local governments, private 
corporations and foundations, and individuals will be severely undermined. 

We have seen that kind of catalytic effect in our own state of Ohio. While the 
NEA has provided a small increase in the amount of dollars to our agency over the 
past three bienniums, the State Legislature has increased our funding by 250 
percent since 1976-1977. In 1976-1977, the Ohio Arts Council received $874,796 from 
the NEA and $1.2 million from the State Legislature. During the 1980-81 biennium, 
the Ohio Arts Council received $1,186,539 from the NEA and $10 million from the 
State. Federal monies have also provided our agency with seed monies to implement 
many new programs which have eventually been incorporated into our state budget 
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. including community arts development and block grant programs, an individual 

artists grant program, a minority arts development program, and arts accessibility 

for the handicapped. A 50 percent cut to our agency in federal funds would stifle 

much of the innovative and experimental work that needs to be done to reach new 
audiences and to stimulate new growth across the state. 

__ The Ohio Arts Council will also be greatly affected by cuts to arts organizations in 
this state which currently receive direct funding from the National Endowment for 
the Arts, totaling over $6 million. If these organizations experience major cutbacks 
‘in federal funding, they will seek out other sources to make up the gap and 

undoubtedly one of those sources will be the Ohio Arts Council. It is inconceivable 
that the Ohio Arts Council can begin to make up this difference even if it were to 
receive a substantial increase from the State Legislature based on the fact that 
competition for state dollars is very stiff at the present time. It is also unlikely that 
the private sector will be able to contribute the difference, at least in the immediate 
future, considering current economic conditions. This would mean a fatal step 
backwards for many arts organizations. — . 

In closing, I would like to state that we understand the administration’s efforts to 
“bring the nation’s budget into balance and to encourage a healthier economic 
climate for us all. However, I would urge this committee to realign the proposed cut 
for the National Endowment for the Arts to bring it more in line with cuts proposed 
for other federal agencies. It is only equitable to do so and will mean that the arts 
- will suffer but one not be permanently damaged. 


& 
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_ STATEMENT OF THE NATIONAL ASSEMBLY OF STATE ARTS AGENCIES, 


, Anne va i pees ie 7 ur . . a 3 + Seg s in as 


WASHINGTON, D.C. 


_ The proposed 50 percent cut of the National Endowment for the Arts (NEA) 
budget will have, as witnesses have testified repeatedly, major negative impacts on 
arts organizations, artists, and hence the nation’s cultural life. One of the reasons 
the impacts will be so severe on these recipients of government arts support is that 
a major victim of the cutbacks will be the state partners in the national arts 
support network: the state arts agencies (SAAs). 

The U.S. Congress in fiscal year 1981 appropriated $158.56 million to the federal 
arts agency, the NEA. The various states legislatures appropriated to the 56 state 
and jurisdictional arts agencies $111 million in their fiscal year 1981. As this figure 
demonstrates, the days when the states were strictly the junior partners of the 
federal government in arts support have faded into the past. These agencies, with 
their professional staffs and over 750 lay leaders serving on their advisory boards 
(almost exclusively gubernatorially appointed) serve all the arts and all the citizen- 
ry in their states. Using state funds and federal monies ($22.2 million in State 
Programs Grants in fiscal year 1981) the agencies determine the best uses for these 
funds in their states’ behalf. Any SAA will support through grants and services the 
arts as they are composed in their state. Where states have large institutions, the 
SAA will support them; where they don’t, the SAA will help develop them. 

Important also is creating access to the arts for those citizens in the states who, 
for whatever reason—geographical, economical or otherwise—have not had those 
cultural doors opened. And much of the states’ activities, through both funding and 
technical assistance, are in helping individual artists and smaller arts organizations 
in creating the means to make their own way in the arts world. 

As with NEA funding, state arts funding is a major catalyst for increased private 
giving. In fact, state dollars match NEA funding better than any other funding 
recipient. The $111 million raised in the states’ legislatures matches close to 5-1 the 
$22.2 million in the State Programs Grants. This ratio of federal to non-federal 
dollars is well above the match NEA requires from the states and higher than the 
matching contributions required from other NEA grantees. As most of these funds 
are then directed to arts groups in each state, and many of them match the grants 
2-1, ultimately the federal dollar that comes to the SAA is matched at least 7-1. 

What then will be the impact on state arts agencies if its federal partner suffers a 
severe budget cut? By the NEA’s budget allocations under an $88 million budget, 
State Programs Grants will be cut by 52.2 percent, a loss of $10.6 million to the 
states whose primary use for the funds, again, is in support of arts organizations. 
Additionally, the NEA proposes virtual elimination of the Artists in Education 
program that in 1979 employed 4,130 artists who worked with 1,780,000 students in 
all the states—all under the direction of SAAs. To many of the smaller and rural 
states this program is the main deliverer of arts experiences to their younger 
people. The artists in education program is also the largest single employer of the 
artists in the country today. Including the state and local match, this program had 
a payroll of over $12 million in fiscal year 1980. 
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Under the NEA allocations for the $88 million budget, the 8 regional organiza- 
tions, consortia of states organized for mutual good, will have their federal funding 
cut by 93 percent. Most will simply go out of business. With them will go the 
network carefully developed over the past 10 years that supports much of the arts 
touring that occurs in this country. Without touring, many of Americans will not 
have the opportunity to share the country’s national and regional treasures. With- 
out touring, many Americans will be cut off from live performances of the best. 

Above are some of the direct and dire consequences to the states of the proposed 
federal arts cutback. But there are other, and in some cases, more serious indirect 
effects. ; 

State arts agencies foresee a “domino” effect with NEA cuts. Because arts groups 
supported by the states also receive federal funds for specific projects, those organi- 
zations will be forced to look to the states to make up the difference lost on the 
federal level. (Those organizations who are not NEA grantees will, of course, contin- 
ue their pressure for funding). In the last three years, the increase in state legisla- 
tive appropriations has been at an average annual rate of 17.1 percent. But while 
this rate has recently slowed at the state as well as the federal level, and as many 
states are under severe economic stress, it is very unlikely that the 1982 increase 
will be up to the previous rate. Even if it were, a 17.1 percent increase in state 
legislative appropriations (an additional $19 million) would fall far short of the $69 
million gap in Program funds needed by the arts nationally in fiscal year 1982. The 
downward pressure on the SAAs, caused by severe federal arts cutbacks, will likely — 
affect most the smaller developing organizations who traditionally have had less 
call on the government arts dollar, and, what is more, less access to the corporate 
and private dollar. 

It should also be noted that some of the«smaller rural states whose legislative 
appropriations lag behind the national average because of smaller tax bases are 
particularly endangered, forcing some agencies to close their doors to the tremen- 
dous public demand for cultural programs. 

Equally serious is the possibility that some legislatures will look at a greatly 
diminished federal arts presence as license to, in turn, reduce or halt their improv- 
ing state legislative appropriations for the arts. Although this will not be a univer- 
sal reaction it is expected to occur in enough states to merit concern. 

What is at stake, therefore, is 15 years of careful growth of government support of 
the arts, invovement that has always been kept in balance with the belief that the 
private sector should remain the predominant arts supporter. State Arts Agencies 
have become a major part of the government arts support network and if there are 
to be drastic federal cuts, will be asked to shoulder a burden that they can only 
partially take up. What has to be put down will be much of what we have come to 
enjoy and cherish in the last 15 years: national cultural development. 


1049 


PPE S Teh2O nN *¥ 
of 1 
Jack Ossofsky 


Executive Director 


The National Council on the Aging, Inc. 


The National Council on the Aging (NCOA), a private non-profit 

3 organization working with and on behalf of America's elders to help improve 

a their quality of life, is deeply concerned by tne crastic reductions pro- 

posec by the Reagan Administration for the 1982 budgets of the National 

_ Endowment for the Arts and the National Endowment for the Humanities. Cuts 

of the magnitude requested by the administration seem to have punitive 

/ rather than economic motivations. 

a: All people engaged in the creation and appreciation of the arts and 

_ the humanities will be severely affected by diminution of support for both 

fe Endowments. Older artists, humanities scholars, and the 23 million older 
Americans in seSooneie stand to suffer greatly. More than any other private 
Be pub) tc source, the Endowments directly and indirectly have enabled 
Dantiest older Americans to participate in and contribute to the nation's 
cultural life. Senior arts activities, educational programs in the humanities, 
and support for distinguished don scholars and artists are only a few of 
the areas wee support from the Endowments has made a critical and in- 
dispensable difference. These programs have met high standards of ativdty 

| and are by no means intended as some form of social engineering--a charge 
sometimes leveled at the Endowments by detractors. 

The report prepared by the Office of Management and Budget suggests 
that Federal support of the arts and humanities should be given low priority 
in the face of "the full range of federal programs that meet more basic 
human needs." Presumably these "more basic human needs" refer to food, shelter, 
health care and the like, compared to the less important needs related to 
individuals’ spiritual and psychological well-being. The premise underlying 


this line of reasoning fallaciously and dangerously assumes that people's 


physical and mental needs are unrelated. NCOA wholeheartedly agrees that 


1050 


many of our nation's elders require and deserve assistance with physical 
needs, but at the same time we vigorously assert that they, like citizens of 
all ages, benefit equally from the stimulation and creative outlets pro- 
vided by the arts and the humanities. Indeed, evidence exists that engaging 
people's minds has substantial effect on their physical well-being. 

Earlier this year NCOA convened a Public Policy Symposium on the Arts, 
the Humanities, and Older Americans. Some 80 artists and humanities scholars 
of all ages, as well as aging specialists concerned with developing cultural 
programs for older people, gathered to make recommendations for consideration 
at the 1981 White House Conference on Aging. The preamble to their recommen- 
dations eloquently calls for a national policy, and by implication national 
support, enabling older people to enjoy and enrich the cultural activities of 


the country. This preamble reads: 


_ 
4 


The arts and humanities, repositories of our cultural i 
heritage, offer perspectives, traditions and aesthetic - 
achievements in which elders, like all others, can find i 
opportunities for expression and for learning. The creation, : 
understanding and transmission of art and knowledge make 5 
life more than a matter of physical survival--more, in 

Yeats' words, than a "long preparation for something that 

never happens." The arts and the humanities enrich lives; 

they can be pursued in solitude and in company; they are 
common to peoples of all ages, sexes, races and creeds. > 


Therefore, the rights of older Americans to opportunities 
in the arts and humanities are co-equal with their rights 
to be well«fed, well-housed, and well-defended. Extending 
life without extending meaning to people's later years can 
be a cruel hoax. It must be national policy to recognize 
and support the rights of older people to discover fulfill- 
ment through the arts and humanities and to insure that 
they, no less than other age groups, be provided with oppor- 
tunities for sharing, both as givers and receivers, the 
heritage they helped create and sustain in their younger 
years. Creation, expression, and learning must be seen as 
the functional equivalent of work. 


The United States has for too long ignored the cultural 
needs and perspectives of its older citizens. The con- 
sequence is impoverishment of the lives of older people, 
whose creative potential remains unfulfilled, and of 
younger persons, whose knowledge of themselves and of 
others requires the memory and experiences of their elders. 


tee 
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The proposed reductions in the Endowments' budgets are particularly 

"insidious because they most severely threaten the Endowments’ support of the 

public phase of the arts and the humanities. Yet, the authorizing legislation 

for the Endowments charges them to underwrite and stimulate programs which 

| _ will encourage and develop the appreciation and enjoyment of the arts and 

F humanities by the general public. 

Older Americans have a rapidly growing thirst for participating in the 

arts and the humanities, and they derive considerable benefit from this 

4 involvement. According to a 1980 Survey conducted by Louis Harris and 

4 Associates, Inc. and entitled Americans and the Arts, the proportion of 

a people over 65 who attend live classical music, concerts, dance performances, 

4 and live stage productions and who visit art museums, galleries, and history 

‘ mus eums (including historic buildings or sites) has doubled since 1975. 

The Harris survey also reveals that a substantial majority of older 

th Americans place high value on the opportunity to experience the arts either 
as artists or audiences. The arts provide 67% of the older public with "an 
uplift from everyday experiences," and 64% with “pure pleasure to experience 
and participate in." For 64% the arts represent "a positive experience in a 
troubled world." Furthermore, the arts allow 57% of the public 65 and over 
"a source of creative expression and experience that is rare." 

Since 1973, NCOA has supported, with assistance from the National Endow- 
ment for the Arts, a National Center on Arts and the Aging. The Center is 
the only private national program exclusively addressing arts and aging 
issues with a major aim to expand quality arts programs by and with older 
Americans. Based on the Center's experience and the continual growth of 
requests to the Center for technical assistance, NCOA has witnessed an ever- 
increasing interest in the arts by older adults which confirms the Harris 


Survey findings. 


ae 
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ider Americans' appreciation of and contributions to the humanities 
match the situation in the arts. For five years NCOA has conducted, with ata 
support from the National Endowment for the Humanities, a national program in 
which groups of older people gather in senior centers and other similar if 
facilities to discuss works from literature, history, and philosophy under — 
the guidance of volunteer discussion leaders, many of whom are over 65. A 
recent, major independent evaluation of this program, which has involved 
70,000 older adults in 48 states, has produced an unparalleled body of data 
about non-traditional education and public humanities programming for older 
people. Four-fifths of the participants report that involvement in this 
humanities discussion program has "deepened my understanding of my place in 
history and the meaning of my life" to a "great" or “average” degree (out of 
four possible choices). Approximately two-thirds of the respondents, whose 
ethnic and education background closely matches the national demographic pro- 
file of older Americans, gave the same ratings when asked if they were in- 
spired to participate in other humanities-related activities and if the pro- 
gram stimulated interests and abilities they never realized they had or have’ 
not used in many years. 

One individual participating in the humanities program at a Maryland 
senior center wrote a comment typical of many received in the survey: 
"Participation in the humanities program helped me realize, more than ever, 
that age is no deterrent to the things you. like to do. It also made me see 
that as long as one lives there is always something new to learn and some- 
thing you can share with others. Life should be lived to the full as long 
as one is able." Thousands of other older people share similar sentiments 
and have started to enrich the humanities in their communities by publishing 
memoirs, compiling family histories, volunteering to work in historical 


societies and schools, and engaging in many other similar activities. 
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The arts and humanities are vitally important to the lives of older 
Americans who in turn help enrich the cultural vitality of the nation. Simone 
de Beauvoir has written: "There is only one solution if old age is not to 
be an absurd parody of our former life and that is to go on to pursuing ends 
that give our existence a meaning--devotion to individuals, to groups, and to 
" causes--social, political, intellectual, and creative work." 

All citizens regardless of age need to discover a meaning to their 
existence. The arts and humanities expose people of all ages to their 


creative potential and lead them to discover new meaning in life. Consequently, 


pie are Seine ancin ha the future of ale 
and established will be placed in serious jeop 


are implemented. 
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Sincerely, 


Ss programas 


BOARD OF DIRFCTORS: 


TWYLA THARP ARTHUR LEVITT, JR. ROBERT F. SHAPIFO ELIZABETH KUMMERFELD LEWIS LLOYD KERMIT LOVE FAUL 
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a ag UNIVERSITY OF CINCINNATI 
COLLEGE-CONSERVATORY- OF MUSIC 
; CINCINNATI, OHIO 45221 


_ DANCE DEPARTMENT 


“March 20, 1981 sae pecs ; is 


Hon. Sidney R. Yates, Chairman 
House Interior Appropriations Sub-Committee o:Daey 

2234 Rayburn = TALES ae 
Washington, D.C. 20515 


Dear Congressman Yates: 


I am appalled at the slash in the budget for the National Endowment for 
the Arts and Humanities. There is such a thing as a budget cut, but I 
find this a random slashing of funds. The NEA has been a vital force in 
the funding and exposure to dance in America. I cannot see how you find 
it feasible to suddenly take away this support from young and talented 
people. 


+5 I am a board member of the National Association for Regional Ballet and 
“am a retired professional, having worked with the companies of Lester 


Horton and Alvin Ailey. I know what it is for a company to be granted 


- funds which at times they have to match. At present I am teaching on the 


dance faculty of the University of Cincinnati College-Conservatory of 
Misic. I have often commented that I wished that this type of funding, 
i.e., grants, regional ballet, the NEA dance touring program, and NET's 
Dance in America television series had been available to me and my mentor 
when I was developing as a performer. 


Needless to say, the state art councils will suffer, and the work that they 
are doing within their respective states may ultimately come to a halt. I 
think the budget cut under the present inflation should not be so severe 
that it affects such worthwhile programs. 


President Reagan commented that corporations and foundations would up their 
contributions if need be. I find this highly unlikely and so do most of 
the people in the profession. I think this matter should be given deeper 
consideration, and we can only hope for the best. 


I find it rather amusing that the President would hope that Buddy Ebsen's 
new show would be a success, and that he above all, knowing what the 
struggles are in the profession, should turn his back on their needs and 
finances. 
Sincerely yours, 

vies % 

ye 

ru¥tte 

Associate Professor of Dance 
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ROr <THE REPERTORY DANCE THEATRE. University of Utah + Salt Lake City, Utah 84112 + Telephone (801) 581-6702 


March 19, 1981 


Hon. Sidney R. Yates, Chairman 
Interior Appropriations Subcommittee 
2234 Rayburn 

Washington, D.C. 20515 


Dear Representative Yates: 


As General Manager of The Repertory Dance Theatre, | am writing to you on 
behalf of our dancers, staff, Board of Directors, and our many community 
supporters, to voice our solid opposition to the devastating budget cut 
proposed for the National Endowment for the Arts. Our concern is not only 
for the future of our own organization, but for the future cultural life of 

the entire United States. 


We get a relatively small percentage of our budget directly from the NEA, 
only 7.3%. Although the dollars themselves are certainly important, this 
small amount is critical to our ability to raise funds from the private sector. 
The private sector is more readily pursuaded to support us, with the know- 
ledge that the NEA has reviewed us, both artistically and financially in 
order to receive the above mentioned grant. Without this leverage, fund- 
raising will be much harder in the years to come; it has been our experience 
that the loss of this revenue cannot be made up with larger donations 

from the private sector, and indeed will make any donations more difficult 

to obtain. 


However, the most important function of the NEA is the building of national 
interest and participation in the arts, and the NEA has been most successful 
in this endeavor. This includes, but is not limited to, grant monies to 
organizations which sponsor performing arts. For example, the Utah Arts 
Council runs an outreach program which enables professional companies 

to tour in rural Utah. This program, partially funded through the NEA, 
encourages small communities to organize and raise the necessary matching 
funds. We have reached audiences which have never seen professional 
dancers, and who could not otherwise afford a company of our calibre. 

The response has been tremendous. In Panguich, Utah, the community 
was so impressed that they are raising the funds needed to buy lights and 
a good quality sound system for their theatre. 


The future of touring, our major source of earned income, is uncertain at 
this time with rising transportation costs. However, without those NEA 
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monies, we could certainly not afford to reach those smaller communities 
who so need and appreciate our services. For example, this year we are 
participating in a consortium tour of Arizona, reaching communities like 

Yavapai, Show Low, and Joseph City, and Casa Grande. Next year, we 

are touring to five small communities in West Virginia. 


Most importantly, the NEA has been instrumental in building an acceptable 
working environment for artists in the United States. By requiring that 
funded companies pay the prevailing union scale, most performing arts 
organizations pay their artists a living wage. In the case of our company, 
that living wage is only $6,000 to $8,000, which is just enough for the 
dancers to support themselves. 


Since the NEA was founded, there has been a tremendous increase in the 
national dance audience, the number of dance sponsors, and respect for 
the dancer as a professional. This was achieved, not only through grants 
to dance companies, but through careful spending of the tax dollars in a 
variety of ways to strengthen the national market. 


The citizens and government of the United States have traditionally supported 
its artists, realizing that art is not merely a luxury, but often the measure 

of civilization. | hope you will seriously consider the impact a cut in the 
NEA's budget would have on all taxpayers. 


Sincerely yours, 


Maria C. Schaeffer 
General Manager 


MCS: jp 
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san francisco bay area 


dance coalition | 


building 312, fort mason 
san francisco 94123 california 415/673-8172 


March 20, 1981 | | . ye bigs re, TS 


Hon. Sidney R. Yates, Chairman 

House Interior Appropriations Sub-Committee < isqevsY 
2234 Rayburn uot 8 
Washington, D.C. 20515 


Dear Congressman Yates: 


As a community-based membership organization representing thousands © 
of dancers, technical and administrative personnel, and audience members. 
in the greater San Francisco Bay Area, we Strongly urge you to support 
funding for the National Endowment for the Arts at the current level and 
to resist the present Administration's proposed budget cuts. 


“ Contrary to the belief in some quaters that the arts touch the lives 
of relatively few Americans - and thus are an unnecessary luxury for the _ 
economically advantaged - the arts are experiencing increasingly broad- 
based public support. A pol conducted by the firm of Louis Harris & 
Associates in 1980 found that 59% of Americans would be willing to pay ~ 
an additional fifteen dollars in taxes if the money would go to the arts. 
In economic times like these, this» is truly a remarkable statistic. 


By contributing to the economic health of arts organizations across. 
the nation, and through its support of widespread national touring by 


~performing artists, the Arts Endowment has helped to expand the audiences 


for the arts very significantly over the past fifteen years. Dance audiences 
alone have increased dramatically from approximately one million in 1965 to 
over sixteen million today. 


In the San Francisco Bay Area, dance has had a phenomenal growth in 
recent years. There are now over two hundred performing companies and 
teaching studios in this region alone. Literally hundreds of people are 
employed at performers, teachers, administrators and technicians. Audiences 
for arts events contribute millions of dollars to our local economy in the 
form of tickets and meals before and after concerts. 


The City of San Francisco recognizes the important role that the arts 
play in stimulating the local economy and in creating an environment which 
is appealing to visitors and residents alike. Through a tax on hotel 
accomodations, the City raises funds each year - several millions of dollars 
of which are contributed directly to arts organizations. 


A non-profit tax-exempt educational and charitable California Corporation. 
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Rather than putting a damper on increased broad-based support 
for the arts in this area, National Endowment funds given to local 
artists and arts organizations have helped to increase support from 
both the California Arts Council and the private sector. Local dance 
companies and individual artists invariably find that their chances 
of raising funds from the State arts agency, corporations, and indiv- 
iduals increase significantly if they are able to demonstrate support 
from the National Endowment for the Arts. 


The performing arts are a heavily labor-intensive industry. 
Inflation has created tremendous pressures on dance companies to increase 
ticket prices. In many instances, it has been Arts Endowment support - 
and support raised through "matching" fund campaigns - that has made it 
possible for dance companies in this area to keep ticket prices at levels 
affordable to a broad spectrum of the public. 


The Administration's proposed budget cuts would greatly reduce the 
ability of dance companies - and all performing arts organizations - to 
leverage new funds and would seriously threaten the ability of these 
organizations to reach a diverse audience. 


Support for the Arts Endowment is a tradition that has spanned five 
presidencies. While the current level of funding for the Endowment is 
miniscule, it is terribly important because it reflects a fundamental 
belief that the arts are important in the lives of our citizens and that 
the federal government has a key leadership role to play in sustaining 
arts support. a 


_ In your concern to carry through restraints on the federal budget, 
we urge you not to throw the baby out with the bath water. On behalf of 
the arts community and the citizens of this region, we urge you to support 
both the principle of federal support for the arts and the current level 
of funding for the Arts Endowment. 


Sukey Li}lyenthal 
Executive Director 


Si 
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Dear Congressman Yates: 
otis tril 


| am writing on behalf of the Bella Lewitzky Dance Foundation to urge that the = 
Congress stop the proposed disastrous cut in the National Endowment for the Arts =~ 
budget. The action suggested by President Reagan clearly demonstrates a lack Off dt son 
knowledge about the arts, the National Endowment for the Arts (NEA) and a negligent 
lack of concern for the rights of the individual in our country to the quality of tae 


The Bella Lewitzky Dance Company owes its existence and stable growth to the NEA. — 
Since 1968, our company and others like ours have participated in the NEA touring 
program. This program encouraged sponsors in colleges, community theaters, and= = 
civic auditoriums across America to include dance for their audiences. The NEA 
funds encouraged these sponsors by offering a small percent of the direct artist's — 
fee. The Sponsor then had to match in many cases well over 400% of the NEA incentive 
funding. This touring program has encouraged sponsors to book our company and thus 

has for the past years enabled us to maintain anh earned income level of over 70% 
by touring 16-18 weeks a year, and performing for more than 60,000 persons annually = 
in over 37 states. If the budget is cut this program will be all but eliminated. 9 


In 1969 our company employed 12-13 persons at an annual salary of between $2,000 
to $3,000. In 1980 our company employed over 22 persons year-round with an average Ss 
annual wage range of $11,000 to $15,000. These figures are modest comparable to 

the corporate world, but above average in the dance world. The Lewitzky Company — : 
receives approximately 5% to 7% of its annual budget from the NEA, all of which u ow 
must be matched by private funding. We have been able to use the NEA funds to |) 
encourage the private sector. For example, in 1968 our corporate funding base was 
nonexistent and in 1980 it was $64,000. This is nearly 12% of our annual budget 

and will support 14-16 weeks of rehearsals. This is time that might otherwise put 
artists and staff on the unemployment rolls. 


Dance as all performing arts is labor intensive. It cannot just simply cut back 
and cut down. A single concert evening is possible as a result of weeks and months 
of rehearsal, choreography, and production, not to mention the 8-10 years of train- 
ing by the artists who subsidize themselves prior to employment. A company cannot 
perform a dance choreographed for 10 persons with four or even eight persons. A 
company cannot rehearse less and maintain quality on stage. Dancers are highly 
skilled and trained athletes. Their body is their instrument. It is not possible 
to perform if that body is not maintained and in finely tuned condition. 


Bella Lewltzky Dance Company 3594 Multiview Drive . Los Angeles, CA 90068 (213) 760-8008 
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Lewitzky 


Our nation is recognized internationally for training some of the finest dancers 
and has produced and continues to produce the world's greatest choreographic 
talent. We stand to jeopordize this position, The President's cuts to the 

NEA, an already under-funded program are not justified. 


The White House considers the arts to be "low priority''. Since when is the 
quality of life of a nation's people low priority? It is the arts that give us 

a reason for existence and in fact that make existence possible in a rapidly 
changing world of over population, increasing inflation, diminishing energy, rising 
rates of violence, pollution, and growing mechanization...a world which seeks to 
conform mankind to a common denominator, It is only the arts which have permitted 
civilized man to tolerate that which Is all about him. It is only the arts which 
_have pointed the way to a future, and only the arts that have permitted and 
encouraged man to dare to live and even dream. 


What a shameful and sad time when a country like ours says to its people, ''There 

is no money here for culture'’. Culture marks the strength of a nation and the 

_ height of its civilization. The day we begin to stop support for the arts is not 
the beginning of wise leadership but the beginning of the end of a great nation. 


| speak from our own personal point of view, but it is reflective of the dance world. 
We urge not only your support at this difficult time in our history...we ask your 
vision, your strength, and your compassion to fight for the arts! 


— 


Respectfully submitted, 


a 4 Bespin ea 
‘te SS a ote 


Darlene Neel, Chief. Financial Officier 
Bella Lewitzky Dance Foundation 


Bella Lewitzky Dance Company 3594 Multiview Drive. Los Angeles, CA 90068 (213) 760-8008 
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Compantes March 20, 1981 


Honorable Sidney R. Yates, Chairman 
House Interior Appropriations Sub-Committee 
Jeanne Coen 2234 Rayburn 


. 
i 
| 


Spenser Nin - Washington, D. C.. 20515 
ju 
Vice Presid : 
Charles Abookire, Jr: +: Dear Representative Yates: 
Vice President ; 
Jack Kamer Speaking on behalf of the Association of Ohio Dance Companies, 
ecibr hae ets I believe that cuts in Federal funding are necessary at this 
Corresponding Secretary time. However, a cut of the size proposed by the Reagan 
Carole Kantor administration for the National Endowment for the Arts and 
Treasurer Humanities will prove detrimental to the growing and vital 
acres ae cultural scene throughout the country. 
saci ne The National Endowment for the Arts has provided seed money 
Martha Dragelevich which has helped to develop ‘some of the most prestigious 
James Ed: American ballet and modern dance companies, It has provided 
rei he i the choreographer the opportunity to create American works of 

- on bake art. The Endowment has provided the financial aid needed to 
Michael London allow service organizations, video and film makers to work 
vets oe efficiently. The Endowment has worked with dance presenters 
Lana Ruy Roseabels throughout the country and has provided the expertise and 
Flore Sareous assistance needed to the field in most every facet of development. 

erine Strauss 

Lorna Zilba A total of over 800 arts organizations in Ohio employ over 10,000 
Phyllis Levine people. Several of these groups receive money directly from 
Executive Director the Endowment. Others receive state funds for operation. Over 


900 individuals are employed by non-profit dance organizations 
in Ohio. In 1980, the combined attendance for Ohio Art events 
totaled 9 million. During the last two years the Arts in Ohio 
returned 11 million dollars in federal and state income and 
sales tax. 


Ohio is rich in the Arts. We, the dance constituency of Ohio, 
ask for your consideration, Please do your utmost to set the 
reductions at a more equitable level. 


Sincerely, on 
a re ae 

hyll4s Levine 

Executive Director 


The Association of Ohio Dance Companies 
3570 Warrensville Center Road 
Shaker Heights, Ohio 44122 
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RECEIVED 

Hon. Sidney R. Yates, Chairman apy ries 
House Interior Appropriations Sub-Committee abies ee AY 
2234 Rayburn Ce 
Washington, D.C. 20515 ~ HEY ROVATES, tan. 


Dear Congressman Yates: 


| have lived in lowa for over 30 years and have dedicated a lifetime to 
teaching the art of dance. | must admit that | felt at times | was living 
in a cultural wasteland and only summer study in New York could nurture my 
creativity. In the last 15 years the atmosphere for artistic development 
has greatly improved in the heartland of America. I'm sure it is not a 
coincident that the National Endowment for the Arts was founded in 1965. 


When we were able to bring a Martha Graham Dance Company to lowa, the 

citizens realized we did not have a proper performing facility, so private 
donations built the beautiful C.Y.Stephens-Auditorium in Ames, lowa, in 

1970. 1 question if this would have happened without the Endowment Touring 
Program. 


This past year | have had the honor of serving the National Dance Association 
as its President. NDA is now one of the largest dance groups in the nation 
with over 3,000 members who unselfishly give time, money and talent to promote 
good Dance across the country. The Endowment's Artist-in-the-School Programs 
have often provided the needed incentive for our efforts. Citizen support for 
the Arts is growing, but I'm afraid Dance in the U.S.A. is still too young to 
survive without Federal commitment. Without Endowment help the grassroots 
dance community will be forced to leap before we have really learned to plie. 


With the help of the Federal Government, Dance in a sense the mother of fine 
arts, has within the last few years begun to assume its rightful artistic 
role in America. Dance, in its various forms, not only qualifies as an art 
but a social force, a physical activity, and an educational factor, unique 
in its contribution to the quality of life. 


| would like to thank the Congress of the United States for the imaginative, 
creative leadership and insight which established the National Endowment for 
the Arts and urge your continued support of this vital program. 


Sincerely, 


Lat Cree 


Betty Toman, President 
National Dance Association 
2957 Northwestern 

Ames, lowa 50010 


“An Association ofthe American Alliance for Health, Physical Education, Recreation, and Dance 
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March 18, 1981 . 


Hon. Sidney R. Yates, Chairman 

House Interior Appropriations Sub-Committee 
2234 Rayburn 

Washington, D. C. 29515 


Dear Congressman Yates: 


| am concerned, both as an individual and as a dance educator, about the 
proposed 50% budget cut for the National Endowment for the Arts. 


We hear that funding for the arts is a ''low priority'! in President 
Regan's proposed budget. Compared to the financial support given to the arts 
in many countries, the arts have always been a ''low priority'' in the United — 
States. To further reduce the funding that has allowed the American arts 
to grow so much-in the last fifteen years would be like plowing under a half- 
grown crop. ; , 


So many positive results would be undermined by a severe budget cut. 
In lowa, the NEA has made it possible for my students to see and work with - 
professional dance companies. The NEA has made it possible to have professional — 
dance companies based in lowa, and lowan's,“awareness and support of dance has 
grown as a result. If the endowment budget is cut as proposed, it will have - 
devastating effects. | fear that some day soon my students' exposure to dance __ 
will be limited to seeing other students' first efforts at choreography and 
performance. This is certainly educational and, to a degree, broadening. ~ 
However, an environment that provides exposure only to the work of one's — 
peers and not to professionals in the field does not foster creative exploration 
or growth in an art form. It is this growth in the forms of technique, in 
process, and in presentation that separates art from the safer, more stagnant 
confines of entertainment. 


Too often the arts are equated with entertainment; and, too often, that 
which has no tangible, objective result is regarded as superfluous to our needs. 
Certainly, the arts can be pleasurable, but they are also a nation's historian, 
a nation's conscience and a nation's soul. Surely, that which reflects and 
enhances the quality of our lives cannot be called superfluous to our needs. 


Please give this issue your most serious consideration. 
Sincerely, 


sopvoi ys A <2 [epost Waaas | 


Dana Starkey Schumacher 
Instructor of Dance 
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March 20, 1981 


House Interior Appropriations Sub-Committee 
2234 Rayburn 
Washington, D.C. 20515 


Hon. Sidney R. Yates, Chairman: 


a ee ea a ee, 


As General Manager of Danceworks, I urge you to veto President Reagan's 
proposed cut in the budget for the National Endowment for the Arts. 

The financial assistance that the NEA provides to the state of 
Massachusetts Council on the Arts and Humanities, forms a base of 

support for many local arts crganizations in the state. Danceworks,: Inc., 
a Boston-based modern dance company under the artistic direction of 

Susan Rose, first received funding in 1980. 


I know that President Reagan has insisted that the burden of his 
budget cuts are shared equally by all. It is important to remember that 
- relative to the entire U.S. budget, the amount of money for the 
NEA is quite small, though very important to the arts community. 
To cut these funas in half saves very little in the scope of the full 
budget. Yet, to cut these funds in half devastates many programs that 
enliven our communities and enrich the lives of all, artists and 
participants. 


I urge you to vote for us, yes, as a special interest. For we, the 
arts community, are indeed a very special interest. 


Sincerely, Pe Asta 


Kat Fisher 
General Manager, Danceworks, Inc. 


dit, 


FREDERICK W. PERYER 
Managing Director 


JOHN THOMAS COVELLI 
Music Director 


PATRICIA G. WILLIAMSON 
Director of Public & 
Membership Relations 


JUDITH BAKER VANDER WEG 
Director of Education 


GAYLA ZUKEVICH 
Artistic Director, Dance 


EXECUTIVE COMMITTEE 


ROBERT L. HERSTEIN 
Chairman of the Board 


ROBERT J. BREEDEN 
President 


MRS. DELBERT M. MacGREGOR 
First Vice President 


ERNEST O. VAHALA 
Second Vice President 


WRISLEY B. OLESON, II 
Secretary 


GARY JORDAN 
Treasurer 


JUDITH M. COSTELLO 
WILLIAM B. COTTINGHAM 
Members at large 


MRS. GARY L. FERGUSON 
Women’s Association 
Flint Institute of Music 


ANDREA Z. FLODEN 
St. Cecilia Society 


HONORARY LIFE MEMBERS 
Mr. David T, Dort 
Mrs. Charlies Stewart Mott 


Dort Music Center 
1025 East Kearsley Street 
Flint, Michigan 48503 

(313) 238-9651 
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THE FLINT INSTITUTE OF MUSIC THE FLINT SYMPHONY ORCHESTRA 


RICEIVED 
May 22 198) 
CONEY ROYATES, MAC. 


March 23, 1981 


Honorable Sidney R. Yates, Chainman 

House Interior Appropriations Sub-Committee 
2234 Rayburn 

Washington, D.C. 20515 


Dear, Mr. Yates: 


As a member of the National Association of Regional Ballet — 

and a conglomerate of the musical performing arts, I, on 

behalf of the Flint Institute of Music, support the position 

of the NARB. As the Flint commmity is undoubtedly one of 
the most depressed areas in our most recent "inf lation-recession" 
periods, the arts of this cammmnity are hurt more than Rou 
ever. Not only do we*not receive charitable contributions 

from individuals and families, whose money is needed to 

maintain the family but as well business support of our 
organization has dwindled as many businesses in our community 
show no profit and are laying off workers to lessen the 
deficit. In a climate such as this, the arts in the Flint 
community, need help. If the NEA follows suit and cuts our 
funding, the FIM will have to retract all those programs 
supported by the NEA which over the years have developed 

into excellent outreach programs. That would be a pity. 


ae eRe ee a 


Wteebinin 


pat Se 


§ystine 


Thank you for your time and consideration. 


Sincerely, 


Trish Williamson 
Director of Public & 
Membership Relations 
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RFD #1 Box 247 
Yorktown Heights 
New York 10598 


March 24, 1981 


Honorable Sidney R. Yates, Chairman 


House Interior Appropriations Sub Committee 


2234 Rayburn 
Washington, D.C. 20515 


Dear Mr. Yates: 

I am writing to express to you my opinion on the proposed 
50% budget cut for the National Endowment for the Arts. 

As a 1977-78 dance grant recipient from the Vermont Council 
on the Arts, I had the opportunity to produce two concerts 
of original modern dance for a community that up until that 
time had very little contact with the performing arts. The 
grant enabled me to meet expenses as it supplimented admis- 
Sions and donations. The dancers and technical crew joined 


me in donating their services on a volunteer basis. The 


community response to our work was overwhelming. 


I am presently serving as business manager to a Montpelier, 
Vermont based dance company. The company has been able to 
plan for a June tour of Vermont communities based on a 1980-81 
grant provided by the VCA. In both cases I have mentioned, 
the communities reached by our performances benefited greatly 
from the funds provided by the VCA. 


Though the grant funds presently available are still modest 
enough to necessitate volunteer work from participating artists, 
they at least provide a much needed springboard - an incentive 
to bringing dance to rural areas. 


I offer my support in favor of eliminating or at least sub- 
stantially reducing the proposed N.E.A. budget cut of 504. 

To do otherwise would be to save a relatively small sum at the 
expense of a very valuable cultural heritage. 


si rely, 


Rugéaia Haney 


dancer/choreographer/teacher 
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1863 SOUTH COAST HIGHWAY, LAGUNA BEACH, CALIF. 92651 : 


714-494-7271 
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. “; roinetal sexvon 
Hon. Sidney R. Yates, Chairman aaad yas a€Ss 
House Interior Appropriations Sub-Committee os i ,for pc ites® 
2234 Rayburn 
Washington, D.C. 20515 
t ree 


Dear Hon. Sidney Yates: 


I am writing to urge you not to support President ReSeeRs 5 
proposal to cut Federal subsidy of the arts. 


It has taken a long time for America to be recognized as a 
leader in the arts. Dance alon@ has gone from an audience of one 
million to fifteen million since the birth of the National En- 
dowment for the Arts and, no longer can New York claim to have 
80% of the dance audience. This is due entirely to support from 
the National Endowment, the development of many fine regional ee 
ballet companies and to the very fine television programs Dance 
in America series - all because of fine Federal support. Thanks 
to the efforts of the National Association for Regional Ballet, 
there are now five hundred and thirty-seven paid dancers in the 
regions where a short time ago there were none. Again, thanks to 
the NARB, we are devdoping many very good choreographers through 
the annual Craft of Choreography Conferences which have received 
such valuable support from the NEA. 


Again, I urge you to continue support for the arts. We who 
love America want it to be a leader in everything. 


Yours sincerely, 


Lila Zali 
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March 23, 1981 


Hon. Sidney R. Yates, Chairman 

House Interior Appropriations Sub-Committee 
2234 Rayburn 
Washington, D.C. 20515 


Dear Sir: 


As a citizen, I deplore President Reagan's proposed cut in 
the budget for the arts. 


Dance, music, theatre and all the other arts are as essen- 
tial to man as food and drink. It is what brought us out 
of the caves to this point in our development. 


I am particularly interested in dance, because I work in 
the field, and I can assure you that many jobs are created 
through dance other than for-the dancer alone. 


In the last 25 years the arts have come a long way in 
America and have caught up with - and even surpassed - their 
development in Europe and other foreign nations which have 
had hundreds of years of growth. 


The proposed budget cuts would set us back more than 50 years! 
I therefore urge you to oppose these cuts, so that Art in 


America will not become a thing “only for the rich", but be a 
part of the heritage of all of our citizens. 


sae | | 


Evelyn Kreason 
Artistic Director 


EK:mjm 


1070 


_ 


CATHERINE ROYCE / CLEARING > fold 


22 March 1981 


Hon. Sidney R. Yates, Chairman 
House Interior Appropriations 


2o3hRa Spans Bees ging 


Washington, DC 20515 


Dear Congressman Yates: ‘ 
I am writing to protest President Reagan's intention to cut 
the National Endowment for the Arts appropriation by 50%. 
While the need for budget cuts in all areas of government 
is understandable, the size of the recommendec Arts kndowment 
cut is out of proportion. The impact of such a cut becomes 
not practical but punitive. . iad 
Making dances and raising money require two different kinds 
of genius. Haising money from the private sector oftentimes 
has more to do with fiscal than artistic genius. Thus, some 
of the greatest choreographers are not slways successful in 
obtaining funding from the private sector -= or do so at the 
expense of artistic advancement. a 
. A 
The Arts Endowment has lessened this strain both by providing 
funding largely based on artistic excellence back by sound 
fiscal management and by providing the kind of seed funding 
that primes the pump for raising private money. The loss of 
Endowment support would not be easily replaced by private 
sources, because many private sources see Endowment support 
as s seal of approval and withold support until a company 
has obtained that seal. While for most companies Arts Endow- 
ment support is but a small portion of an overall budget, that 
small portion is significant. Without initial Arts Endowment 
support, other support will not necessarily be forthcoming. 


Through the years I have worked on many Arts Endowment-supported 
projects. In every case, Endowment funding, not just that which 
came directly to my project but also to general support in the 
field, has been significant, as much in dollar amounts as in 
terms of prestige. For example, Endowment support for a Long= 
Term Dance Residency is important not only for the funding 
given directly to that residency, but also for the concurrent 
audience development work done by the "Dance in America" series 
and Artists in Schools program and the local follow-up made 

1 larchmont street, dorchester, ma. 02124 


(617)288-7513 
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Hon. Sidney R. Yates 
22 March 19814 
Page two 


possible by grants to area choreographers and dance companies. 
It is the interlocking nature of Endowment funding that 
expands its significance beyond, the initial grant amount. 


On.a more personal level, I perform with a small dance company 
called Clearing. As the nature of our work is unusual (we 

are not a ballet or traditional modern dance company) and 

private funding sources in this geographic area are traditionally 
very conservative, our opportunity for growth depends on two 
factors: earned income and access to less traditional funding 
which in the past has been provided by the Arts Endowment. 

It is the nature of dance that our audiences are small and 


| thus earned income will never suffice to support an established 


dance company much less an immerging one. If we cannot turn 
to the Arts Endowment te support us with the seed money which 
will allow us to grow, our chances of artistic (to say nothing 
of financial) survival are small, indeed. 


And yet, who is to say that our work may not prove vital to 
the development of the arts in general and dance specifically 
as we move into the 21st century? We cannot know this in 
advance. We can only strive for artistic excellence, organize 
ourselves with responsible management, and rely on those who 
truly believe that our future as a nation depends on our free- 
dom of artistic expression and the common ties which that 
expression engenders in us. The Arts Endowment provides such 
Support and without it, we as artists will be unable to pursue 
excellence. I certainly feel that if we as artists lose even 
a little now, the country stands to lose a great deal more now 
and in the future. 


Sincerely, 


ae 
2 


Catherine Roy 


5216 Middlesex 
Dearborn, MI 4812¢ 


March 23, 1981. 
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Dear Chairman Yates, ‘neat e3 198 Ne ee :a%0 


As a part-time dancer, as a member of the board of one. ‘of 0 our ‘loca : 
dance theaters, as a lover of all the arts, and as a wera citizen I am 
very concerned with what is going to happen to ‘the. "arts. Brit poe nani 

The ares especially dance, cannot. function to their pan ee roe fe 
without much needed federal funding. We need this support | to ; verter 
the greatest velocity of our art. athe 


4 


' 3 


Please take a stand to continue financial support to the arts. tee ae 
Without them, you take away the very culteral heart of America. How can 
we "dance united" in our country without sufficient funding? Tf 4O Ts - 
"United We Dance", or stand, then it must be that "United We Wil] Fatt é 
Can America do without its culture? Die Fp ave} tau a = 


We the people need your voice to take a stand for us. Thank you 
for the consideration of my plea. | cong 
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Philadelphia Dance Alliance 
260 South Broad St. — 20th Fir. 
Philadelphia, Pa. 19102 

(215) 546-7240 


March 23,1981 


Hon. Sidney R. Yates, Chairman 

House Interior Appropriations Sub-Committee 
2234 Rayburn : 

Washington, D.C. 20515 


Dear Chairman Yates, 


The Philadelphia Dance Alliance is a arts 
service organization that has been in existance in the Delaware 
Valley Area for the last ten years. Over this period of time we 
have seen interest in Dance flourish ten fold: Performing 
Companies, Educational Programs, Individual Performers and 
Audience Participation. This Arts explosion has been beneficial 
to all members of our community by the further identification 
of our common needs. 

: We are very concerned that the Arts remain 
a national priority. The wealth of creativity and innovation 
brought to life by artistic visions are a constant reminder to 
all Americans that the United States is in the forefront of 
intellectual development. 

We hope that you will consider the impact 
the Arts can have on health and growth of future generations 
when you examine’ the NEA appropriations. 


Sincerly, 


Whatton hy ; 


Helen M. Churko 
Program Associate 


si 


76-703 0 - 81 - 22 (6b) 


Stella Moore 
Chairman of the-Board 


Susan B. Glazer 
President 


Bernice Rosen 
Vice President 


Les Ditson 
Secretary 


Mrs. Paul J. Poinsard 
Treasurer 


Lois H. Fischer 
Executive Director 


Honorary Board Members 


Merce Cunningham 
Doris Hering 
Robert Joffrey 
Bella Lewitsky y 
Walter Terry w 
Edward Villella 


Board of Directors 


Robert Altman 
George A Beach 
Patricia W. Boyer 
Mrs. Ralph A. Carabasi, Jr 
Dana Cooke 

Alicia Craig 

A. Bruce Crawley 

Les Ditson 

James East 

Mrs. Herbert A. Fogel 
Brian Ford 

James B. Freydberg 
Susan B. Glazer 

Roger G. Hall 

Phyllis C. Kaufman, Esq 
Robert M. Kirkpatrick. III 
Dolores La Greca 
Delmar Macaulay 

Jim McClelland 


Mrs. Cynthia W. Mobraaten 


Mrs. Matthew. T. Moore 
Jeri Packman 

Edward A. Pereles 
Mrs. Paul J. Poinsard 
Mrs. Owen Regan 
Bernice Rosen 
Michael J Rotko, Esq 
Mrs. Adrian Siegel 
James A. Weiss. Esq 
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MAILGRAM SERVICE CENTER 
MIDDLETOWN, VA, 22648 
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ANNE KEARNS, HARRY/S FOUNDATION rave 
87 FIFTH AVE, 6TH FL eee ae 
NEW YORK NY¥ 10003 as oe 


TO: THE HONORABLE SIDNEY R YATES, CHAIRMAN 
HOUSE INTERIOR APPROPRIATIONS 
SUBCOMMITTEE 


THE MASSACHUSETTS GONTEMPORARY DANCE ASSOCIATION [8 NEW ENGLANDIS 
ONLY GENERAL DANCE SERVICE ORGANIZATION, A SO PERCENT CUT IN NEA 
FUNDING WOULD BE DISASTROUS TO US, THE PROJECTS ANA SERVICES we 
PROVIDE ARE ESSENTIAL TO THE HEALTH AND FUTURE OF pANCE IN THIS 
REGION, WE RELY ON THE NEA TO SUPPORT US IN OUR GRASSROOTS EFFORTS, 
PLEASE DO NOT ALLOW THE FUTURE OF DANCE IN THIS REGION TO BE DEALT 
SUCK A BLOW, 


SINCERELY, 
BEVERLY GAUDET, PRESIDENT 
ROX 1699 
BOSTON Ma 02105 

10%e7 EsT 
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23 March 1981. 


e need for the arts in this country is greater than ever. We are just 
ng — oe rstand and realize their value. They can only survive through 
tive ng by private, corporal and federal. 


Barbara Stuart 


536 Poplar Street 
Taguna Beach, CA 92651 


TO REPLY BY MAILGRAM, SEE REVERSE SIDE FOR WESTERN UNION’S TOLL - FREE PHONE NUMBERS 
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Dance Council of Central Pennsylvania 


Post Office Box 6101, Lancaster, Pennsylvania 17603 


Hon. Sidney R. Yates, Chairman -?¢March 20, 1981 
House Interior Appropriations Sub-Committee 

2234 Rayburn 

_ d4ashington, D.C. 20515 


vear Sir: 

Phe Dance Council of Central Pennsylvania, incorporated on April 1, 1978, 
has a major commitment to the strong effect of the Arts on the quality 
of life in this country. If we need a defense buildup, whst sare we 
defending if not this quality of life? We urge you to work to defeat 
Pres. Reagan's proposed 50% budget cut from the arts and Humanities” 
Sndowments. The non-profit world is not only being hit by possible major 
cuts in primary federal programs, but support is folding an all sides 
with the elimination of CSTA, cuts in postal subsidies for third class 
non-profit mail, and new tax laws affecting contributions, 


Dance Companies must pay rent snd utilities just like everyone 
else. Inflation baloors costume, lighting costs, etc. The Sndowment 
matching grants program legitimizes the art form in the eyes of many 
corporate sponsors, who are thereby encouraged to contribute to concerts, 
workshops, experimental programs, etc. t&ndowment seed money provides 
important leverage in fund raising for the arts. An understanding of 
dance as an art form has be-n greatly enhanced by the Dance-in-America 
public ®V series. ‘This series would not nave been possible without 
Nea partial funding. 


In central Pennsylvania there have been two enricaing artist-in- 
the-Schools programs in the past three yesrs. The tiary Anthony Dance 
Theater has had two week residencies in both #lizabethtown, Pa, and 
Lebanon, PA, with far-reaching results. The yesrs 1977,78,79 saw three 
weeklong residencies of the Pennsylvania Ballet Co. at the Fulton Opera 
House in Lancaster, PA. This year we had the Ohio Ballet Co. ‘Tne Paul 
faylor and Lar Lubovitch modern dance companies have both been at the 
Fulton with Endowment help. For over half the audiences and participants 
Tais aesthetic experience would not have been possible before 1965. 


@e urge the defest of Reagan's proposed budget cuts. 


Sincerely, wav C ‘ 
. “ 
SAte oo - ep a aeoks ee 


Barbara W. Rorden_ Pree. neerp 
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The Honorable Sidney R. Yates neck 
Chairman Ce 
House Interior Appropriations Sub-Committee | 
2234 Rayburn : 


Washington, D.C. 20515 
Dear Mr. Yates, 


I hope you will look with a skeptical eye at the Administration's 
proposal to cut the National Endowments' budgets, because I believe 
that if you examine the question thoroughly you will conclude that these 
cuts are very shortsighted. 


Others in the Arts community will certainly point out to you and 
your collegues what a valuable, if frail, national resource the Arts are,’ 
and I agree wholeheartedly with that appraisal. But I would ask you to 
consider for a moment the surprisingly large economic impact that the 
Arts have. The Arts are big business, although you seldom think of it 
in that way, and my hope for this Administration is that it will be a 
friend of business and, in that light, a friend of the Arts. 


Budget cuts for the National Endowment will translate directly 
into lost jobs, which I believe to be counter to the Administration's goals. 
Worse than that, the people who will be put out of work cannot be expected 
to transfer readily into other job markets. They are Artists, and will 
not be able to find new jobs at munitions factories. 


I believe that we need to keep these people employed, and I believe 
that what they do contributes a great deal to the quality of American life 
that we all want to uphold. I hope you will agree with me and will work 
to reduce these budget cuts. Thank you. 


Sincerely, 
Bob Manning | 


General Manager 


BM /meo 
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16249 Brewster Road, 
Rast Cleveland, 
Ohio 44112, 


Hon. Sidney R. Yates, par 
Chairman, | es 
House Interior Appropriations Ch ahipg ss: 

| Sub-Cormittee, wee 
2234 Rayburn, ; ad 


BBbdngtons DiGGA05IS e000 Laat ren ate ta 10 vee. 


Dear Sir, © 


_ The President is incorrect in his assumption © 
that private funding can compensate for the cut in the 
budget of the National Endowment for the Arts. 


There is no new unta>ned reource of private 
funding (Mrs. John D, Rockéféller 3) and businesses 
would have to contribute 3 billion dollars by June 83 
to maint-in their present level of support and also 
compensate for the decrease in Federal funding. (B.M. Block, 
A.T.&T) 

Arts organizations ave lsbour intensive and 
much of the money saved would be eaten up by unemployment 
benefits. Arts organizations also generate a congiérable 
amount of money in a community - tickets, parking, restaurants, 
gas, etc.) and much of this would be lost, 


No other Federal agency has had its budget cut 
by 50%. This is unfair. 


Yours truly, 


(ns 
age 
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c March 17, 1981 


The Honorable Sidney R. Yates 
Chairman, Interior Appropriations 
Sub-Committee 

2234 Rayburn Office Building 
Washington, D.C. 20515 


Dear Sir: 


This is a letter is support of the National Endowment for the Arts. 
Government support of the arts help the arts secure a financial base 
which, in turn, allows them to raise additional funds. Government 
Support sends a message to the public that government places a 

value on cultural activities. A mix of public and private funding 

is necessary for the arts to survive. No one source should be 
expected to shoulder a large portion of arts support. It is important 
that a broad mix of funding sources exist to prevent any single 

one from dominating or controlling the development of the arts. 
Government grants, because they are tax dollars, motivate arts 

groups to make their programs available to neglected, underserved 
audiences, including economically disadvantaged, handicapped, elderly 
and hospitalized. persons, school children and blue collar workers. 


As inflation soars, so do production costs. In order to keep ticket 
prices reasonable and affordable to the greatest numbers of individuals, 
they never cover all costs. The typical gap between a nonprofit art 
group's income and earnings is a direct result of its efforts to 
present programs at affordable prices. Artists, themselves, already 
are subsidigiing the arts through miserably low salaries, neglibible 
benefits and long periods of unemployment. Increased fuel costs 

have hit the arts harder than most industries. Dancers rick severe 
injury if forced to perform in a cold hall after hours of warming up 
their bodies. 


As a performing arts patron I realize that the arts constantly 
refresh our spirits, deepen our understanding of our society and 
renew our individual sense of worth. 


I do hope the funding for the National Endowment for the Arts will 
not be cut. 


Thank you for your attentiop, 


Sd ( Mac gery | 
Lee Werbel : 
5475 Canyon Crest Drive: 


Riverside, CA 92507 
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March 18, 1981 


To cut Federal funding for The National Endowment for the Arts 
could be a political, as well as a cultural hazard for this country. 
Artists have sometimes been your best edhe cata able to make con- 
tact on an artistic level with people who were politically antagonistic. 

In 1957, while on a Cultural Presentations Tour for the United States 
State Department in Yugoslavia, the Mayor of Ljubljana (who had refused 
contact with our political representatives) attended the performances of 

the José Limon Dance Company, with which I was guest artist. The Mayor 
also came to a reception where I had the opportunity of talking with him 
and comvincing him to see our second program. To the astonishment cf all 
the United States political staff, he came and I was told I had achieved 
a contact which they had not been able to accomplish! 

To claim that Federal funding has resulted in reduced private support 
is utter nonserse. The fuct that I received several chereosraphy grants 
from the National Endowment for the Arts, and was able to create my preserc 
company, made it possible to yo to private sources. First, non-exsistence 
hardly ae money. Secondly, a Bacareont grant in some way acknowledges 
the prestige and standards of the artist. Thirdly, there is the possibility 


of matching grants. 


Dance Consort Foundation, Inc., 444 East 84th Street, New York, N.Y. 10028, (212) 249-4847 


1080 


My company, THE PAULINE KONER DANCE CONSORT, is considered by the 
press to be one of the top-level small modern dance companies; and tho 
I am considered a leading American choreographer, I face the prospect 
of having to disband my company if funds are not available. Young 
professional dancers without earning capacities in other fields may 
swell the welfare roles. Is that a saving? : 

Finally, at a time when the United States has achieved worldwide | 
respect as a cultural center, must we retrogress to our earlier reputa- 
tion of a country which has no respect for art or its artists? What a 
iene headline for “Pravda"! 

The Dance is one of the most indigenous American art forms and we 
are considered leaders in the world. Yet much of it can be wiped out by 
a cut that amounts to less than .002% of the total budget cut, but is the 
highest in the percentage cut. 


In some countries, Artists are considered National Treasures. They 


are irreplaceable. What about in the United States? 


Sincerely, 


Pauline Koner, Director 


Pauline Koner Dance Consort 


z 


PK/mi 


5241 (R1/78) 
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PICO NEOGHROURHOOD ASSN HH 
1604 14 Ave 


SANTA MONICA CA 90404 prerer union mr Mailgram :& 


ATES POST, © 


* IIANIS Vg 


400394158078 03/19/81 ICS IPMRNCZ CSP NYRB 


21345004501 MGM TORN SANTA MONTCA CA 80 03819 0319p EST 


ANN KEARNS 
87 5 AVE 
NEW YORK NY 10003 


PLEASE SUBMIT LETTERS TO SUBCOMMITTEE 
HONOURABLE SIDNEY YATES 
2234 RAYBURN BLOG 


DEAR SIR 


THE CUMMUNITY ARTS PLANNING GROUP OF THE PICO NETGHBOURHOOD 


ASSOCIATION TN SANTA MONICA CALIFORNIA RESPECTFULLY REQUESTS THAT ANY 
PROPOSED BUDGET REDUCTIONS OR CUTS DIRECTED TOWARDS THE NATIONAL 
ENDOWMENT FOR THE ARTS BE REJECTED, PLEASE RECOMMEND TO YOUR 
COMMITTEE THAT ANY CUTS TO NwE,A, BE REJECTED, 
SINCERELY, 

GWEN GEORGF, GOVERNMENT RELATIONS REP 

COMMUNITY ARTS PLANNING GROUP 

PICO NEIGHROURHOOD ASSOCTATIAN 
15319 EsT 


MGMCOMP 


TO REPLY BY MAILGRAM, SEE REVERSE SIDE FOR WESTERN UNION’S TOLL - FREE PHONE NUMBERS 


1082 


Isabel & Teodoro Morca 
Directors 


Rouzer 
Administrative Services 


wre” 


FLAMENCO IN CONCERT 


DANCE THEATRE 


March 13th, 1981 
Honorable Sidney R. Yates ; 

Chairman, Interior Appropriations Sub-Committee 

2234 Rayburn 

Washington, D.C. 20515 


Dear Chairman Yates: 


Thanks to the formation of the National Endowment for the Arts over the last fifteen 
or so years, America has enjoyed a very positive growth in all forms of culture, art 
and the appreciation of the necessity of this creative process in our daily lives. 
The NEA has literally opened doors for the inspiration of the private sector to 
support the arts and without the NEA, we would still be doing a few one night stands 
here and there. 


It is a known fact that for every dollar that the NEA spends on the arts, many more 
are generated and this is very true in our case as a professional dance company. 

We could not be in existence the way we are without the NEA, for it is this seed 
money that opens the pockets of the sponsors who then spend untold millions for the 
arts that go right back into the economy. 


The NEA basically speaking has become the very catalyst that has created multi- 
billion dollar business in the economy of America. It is as simple as that. 

Cut down on the NEA and untold millions of dollars will stop flowing into our own 
economy. The arts are one necessity that only breeds good and that means economically 
as well as creatively and of value to our society. 


In the last fifteen years, thanks in a great part to the NEA, we have been put on 
the map as a company, a business that supports people and without the NEA, we and 
hundreds of other artists could not be in existence. 


There must be a balance of priorities in a healthy government and it is not too 
much to ask to spend the cost of one-fifth the cost of one nuclear submarine on 

a facet of life that breeds money, that breeds beauty, that breeds work and above 
all, breeds that necessity in life that is the basic creative purpose of all 
mankind. : 


Thank you. Please support this very important part of our lives. 


Si 1 oe 7 Vy 7} 
incerely, FE Mey, fH 00 Li 


Teodoro Morca 


MORCA ACADEMY 1349 Franklin Bellingham, Washington 98225 (206) 676-1864 
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CLAUDIA CHAPLINE 

_ IDEA COMPANY 

1790 OLD RANCE ROAD 

LOS ANGELES, CALIFORNIA 90049 
PHONE 213/459-4198 


nstitute for Dance and Experimental Art 


4 


March 17, 1961 


The Honorable Sidney R. Yates 
Chairman, Interior Appropriations 
Sub-Committee ~ 

2234 Rayburn Office Building 
Washington, D. C. 20515 


Dear Honorable Sidney Yates: 


We want to go on record as an organization that supports the National 
Endowment for the Arts, and rejects the proposed cuts. Without the 
funding that many companies, such as ours have received over the years, 
we couldn’t have provided the community services that we have offered. 


The I.D.E.A. Company has given free performances so that we could attract 
diverse economic groups. We have given productions for the handicapped, 
senior citizens, schools and churches. In these days of extensive auto- 
mation, people are further and further removed from Original sources. One 
primary value of live performance is the encouragement to individual 
creativity. People who are busy being involved in creative endeavors 

are positive, sharing, and not inclined toward depressive lonliness, 

drugs and crime because they are finding self-fulfillment. It is also 
important to provide education in the appreciation of performing arts. 

The I.D.E.A. Company hopes to share their enthusiasm for dance as a metaphor 
for wholesome living by making a high quality performance accessible to all 
ages and income levels of the community. 


We feel that we are providing a necéssary service to the community as 
well as offering employment to some artist. Without N.E.A. funds, many 
very talented people will be out of work. 


Please support the full continuation of National Endowment for the Arts 
funding. 


Sincerely yours, 
PAs 
a <i ae eae 
Gwyn Gors 
Company Manager 


| BOARD OF DIRECTORS 


} Claudia Chapline, President 

| Rhoda A. Joelson, Vice-President 
Sharon Shore, Secretary-Treasurer 

| Rachel Rosenthal 


George Drury Smith 
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PICO NEIGHBORHOOD ASSOCIATION ~ 


1804 14th St. #9 Santa Monica 90404 * (213) 450-0401 


Hon. Sidney Yates 
Chairman, Interiors Appropriations 
Sub-Committee 
2234 Rayburn Bldg, 
Washington D.C. 20515 Mar.15-81 


Dear Sir; 2 

As members of the Community Arts Planning Group of the Pico 
Neighborhood Association in Santa Monica Ca, respectfully re- 
quest that any proposed budget reductions or cuts be rejected. 


As artists working to expand the development of creative sol- 
utions to perplex and far-reaching urban problems besetting — 
our primarily low-moderate income, significantly minority neigh- 
borhood, we recognize the practical need for more government- 
funded programs such as the National Endowment for the Arts. 


Please recommend to the Committee that any cuts to NEA be re- 


os hl 


jected, 
overnment Relations Rep. 
Community Arts PTanning Grour 
PNA 
hh/GG 


enc, 


PICO NEIGHBORHOOD ASSOCIATION 


i 1804 14th St. #9 Santa Monica 90404 . (213) 450-0401 


COMMUNITY ARTS pLA N 


N 
LONG-RANGE PLANNING 


One-year Dlan(concept): As artists in the Pico neighborhood we 
should attend block meetings and other gatherings sponsored by 

the PNA. We should interview our neighbors. asking what if any arts 
| skills, interests or experiences persons have had contact with, 

' A survey, coupled with a media presentation would be an effec- 
tive method to collect this data. 


| For ¢ a specific project the planning group will seek neighborhood 
' and citywide support for a Multi-Cultural Arts Festival in the Fall 


NG GROUP 
IS 


I 
DISCUSSI@AFEBRUARY 1981 


| Three-year _goal: Begin offering quality arts training on a yer- 
| Found basis at a permanent location. Through rigorous efforts at 


) fundraising and resource development an adequate budget for sal- 


| aries and supplies should be available. Also neighborhood art 
| needs will have been assessed and programs designed, 


| Five-year plan: establish an art center facility in the Pico neigh- 


} Dorhood. Board control will rest with the PNA Community Arts-Plan- 


ning Group or an incorporated unit of the PNA. 


“Operation Contact” is the citizen participation program of the Pico Neighborhood 
Association, funded with Santa Monica Community Development Block Grants. 
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Los Angeles Area Dance Alliance 


5820 WILSHIRE BOULEVARD e SUITENO.300 e LOS ANGELES, CALIFORNIA 90036 ¢ (213) 937-9586 


March 18, 1981 "8 Saale 


The Honorable Sidney R. Yates, Chairman 

Interior Appropriations Sub-Committee oy ‘ 
2234 Rayburn Office Building 

Washington, D.C. 20515 


Dear Chairman: Yates; 


The Los Angeles Area Dance Alliance is an organization serving 

and representing 75 dance companies and 500 dance individuals in 
the greater Los Angeles Area. Our constituancy stretches from 
Santa Barbara on the North to San Diego on the South and Riverside 
to the East. 


We are very concerned about the drastic cuts being recommended 
for the National Endowment for the Arts. We hope for less than 
the 50% being recommended by the Office of Management and Budget, 


and encourage your support. Certainly, we are willing to accept a 
our part of the current financial,*burden the country is facing, z 
but feel that the recommended 50% is far too drastic a cut from an , 
already low appropriation. ‘= 
As an arts administrator I know that in order to make arts ; 
accessible to the public and to raise funds from the private iss 
sector, we must have the validation of government support. & 
Two small grants the the Los Angeles Area Dance Alliance has re- 4 


ceived from the National Endowment for the Arts over the past two 
years has made it possible for us raise the matching funds from 

the community. The funds have been used to support consultation 

and management services such as helping artists learn how to budget, 
advise on production projects, assistance on finding performance 
space! etc. 


Pi 


Again, we encourage your assistance. 
Sincerely, 

LAC Eiyee 

Betty #mpey /~ 
Presif@ent/Director 


cc; The Honorable Julian Dixon 
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Spe ee eae. e- Meeneha , 1987 
MAY 23 198! a Ses, 
Lawrence W. Greene 


“paney i. YATES, MGa 22 West 7lst Street 
New York, NY 10023 


7 


m. Sidney R. Yates, Chairman 

louse Interior Appropriations 

Sub-Committee  —s_ o>; t 

2234 Rayburn << o ? 
Vashington, DC 20515 ae: ore . ee 

Dear Chairman Yates: _ 

wir’ Ppl Be oh Fs : - ; - 

The proposed measure to substantially reduce the appropriations _ 
for the Arts and Humanities Endowments is a grieviously misguided 
n. As a former staff member of the National Endowment for 

he Arts I have witnessed the beneficial effect of this support. 
America's preeminent world role in the arts is in part 
attributable to the work of the Endowments. 


Federal Support of the arts has not been an abused. crutch, but rather 
a lively catalyst in attracting support from other sectors of 
the economy for use by arts institutions. Yet, inflation has 
obliterated the real effect of increases in the appropriation 
for the arts in recent years. Organizations have responsibly 
lived within their means and "cut to the bone." However, the 
Significance of a substantial cut is great indeed. 


We are in danger of losing our cultural resources if the House 
Proceeds with the Sizable budgetary reduction. I urge you to 
_ ¥einstate these funds. 


Sincerely, 


AnsanyuyN 


i) 
{ 
4 
j 
' 
q 


| 
} 
\ 
I 
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WEDNESDAY, APRIL 8, 1981. 
ENERGY CONSERVATION 
WITNESS 


JOHN GIBBONS, OFFICE OF TECHNOLOGY ASSESSMENT 
‘NANCY NAISMITH, ASSOCIATE 


Mr. Yates. Mr. Gibbons, glad to see you again. 

Mr. Gipsons. May I bring my associate to the table? — 

Mr. YaTes. You may bring whomever you wish. Oh, you may 
particularly bring her. . 

This is a continuation of the hearings on the appropriations ‘for | 
fiscal year 1982 on Energy Conservation. The first witness we have | 
is Mr. John Gibbons of the Office of Technology Assessment and | 
his statement may be made a part of the record at this Dove * 

[The statement follows:] 
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TESTIMONY Nite GIBBONS 
OFFICE OF TECHNOLOGY ASSESSVENT 


INTERIOR SUBCOMMITTEE 
HOUSE COMMITTEE ON APPROPRIATIONS 


Aprit 8, 1981 
MR. CHAIRMAN: 


THE OFFICE OF TECHNOLOGY ASSESSMENT IS PLEASED TO PARTICIPATE IN THESE 
HEARINGS ON THE CONSERVATION PROGRAMS: AS PART OF OUR GENERAL RESPONSIBILITY 
FOR PROVIDING THE CONGRESS WITH INFORMATION AND ANALYSIS ON VARIOUS 
TECHNOLOGICAL OPTIONS, QTA HAS HAD OCCASION OVER THE PAST FEW YEARS TO 
EXAMINE IN DETAIL THE QUESTIONS OF RESIDENTIAL ENERGY CONSERVATION, AND TO 
REVIEW THE DOE 1980 CoNsERVATION PROGRAMS« WE ARE CURRENTLY ANALYZING ENERGY 
EFFICIENCY IN COMMERCIAL BUILDINGS, ENERGY PRODUCTIVITY IN THE INDUSTRIAL 
AREA, AND FUEL USE IN AUTOMOBILES. IN MY REMARKS TODAY, I WILL CONCENTRATE 
ON SOME PRINCIPLES WHICH UNDERLIE THE NATIONAL POLICY ISSUES ON CONSERVATION, 
WHICH I HOPE WILL ADD TO THE MORE DETAILED AND TECHNICAL DISCUSSION THAT WILL 
FOLLOW- THE SPEAKERS WHO FOLLOW ARE INTERNATIONALLY DISTINGUISHED IN THE 
FIELD OF ENERGY EFFICIENCY, AND I KNOW THAT THE COMMITTEE WILL BENEFIT FROM 


THEIR PERSPECTIVES- 


IN ALL OUR. WORK AT OTA, TWO MAIN PRINCIPLES HAVE BEEN IDENTIFIED 
REPEATEDLY: 1) THE FIRST PRINCIPLE, CONSERVATION MEANS INCREASED ENERGY 
PRODUCTIVITY - IN OTHER WORDS GETTING MORE OUT OF EACH UNIT OF ENERGY WE USE- 
CONSERVATION REPRESENTS OUR MOST IMPORTANT NATIONAL “SOURCE” OF ENERGY IN THE 


NEAR AND MID-TERM FUTURE- MANY CONSERVATION TECHNOLOGIES ARE WELL-UNDERSTOOD 


76-703 0 = 81 - 23 (6b) 
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AND AVAILABLE, AND CAN BE PUT INTO PLACE QUICKLY AN INDUSTRIAL sociey 
OBVIOUSLY REQUIRES CONSIDERABLE ENERGY, BUT THE AMOUNT Is NoT FIXEDe 
INTERNATIONAL COMPARISONS SHOW THAT IN COUNTRIES WHERE ENERGY HAS LONG BEEN 
“MORE EXPENSIVE THAN IN THE U- S+, IDENTICAL FUNCTIONS: (E.G+, MAKING A TON OF 
CEMENT) ARE OFTEN PERFORMED WITH HALF THE ENERGY USED HERE- CONSERVATION Is 
SIMPLY A RATIONAL READJUSTMENT TO HIGHER PRICES AND CAN FUEL ECONOMIC GROWTH 
DURING DEVELOPMENT OF NEW AND MORE EXPENSIVE ENERGY SUPPLIES: FOR THE 7 
BALANCE OF THIS DECADE AND WELL INTO THE NEXT, THE RETURNS FROM CONSERVATIO! 
ARE NOT ONLY THE MOST COST-EFFECTIVE ENERGY INVESTMENTS AVAILABLE To. a 


COUNTRY BUT ALSO THE MOST REALIZABLE- Tuts WILL BE TRUE FOR “INVESTMENTS BY * 


PRIVATE CONSUMERS, BY CORPORATIONS, AND BY GOVERNMENT, WHICH uses Vaan q 
AMOUNTS OF ENERGY: WHAT WE ARE DOING BY MAKING INVESTMENTS IN ENERGY 

PRODUCTIVITY 1S MAKING THE MOST OF OUR CAPITAL AND ENERGY RESOURCES: Svan al 
ENERGY, OR USING ENERGY, ARE NOT GOALS IN THEMSELVES, BUT ARE TACTICS RELATED | 


TO ECONOMIC EFFICIENCY AND NATIONAL SECURITY- ~ ae 7 
131 

(2) THE SECOND PRINCIPLE IS THE ROLE OF PRICE- PRICE SIGNALS ‘ARE 
CRITICAL IN ENCOURAGING INVESTMENTS IN ENERGY PRODUCTIVITY, AND UNDER 
‘DEREGULATION THE PRICE SIGNALS ARE NOW BEGINNING TO MOVE TOWARD A MORE 
ACCURATE REPRESENTATION OF REPLACEMENT COSTS- AS PRICES RISE, A BROAD RANGE 
OF CONSERVATION TECHNOLOGIES BECOME COST-EFFECTIVE, AND ARE PARTICULARLY 
IMPORTANT WHEN VIEWED FROM A NATIONAL ENERGY AND ECONOMIC POLICY PERSPECTIVE 
WHILE INDIVIDUALS DO NOT ALWAYS MAKE INVESTMENTS STRICTLY ON THE BASIS OF 
MINIMUM LIFE-CYCLE COST AS ECONOMIC LOGIC AND NATIONAL INTEREST MIGHT 
INDICATE, THE CONSUMER RESPONSE TO PRICE IS HEARTENING- THE DESIRED RATE AND 
TYPE OF INVESTMENT WILL BE THE SUBJECT OF THE SPEAKERS TO FOLLOW ME, | AM 


SURE- 


* 
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HOWEVER, “TRUE” OR REPLACEMENT COSTS OF ENERGY ARE SOMETIMES MASKED FROM 
THE CONSUMER- PRICES OF NATURAL GAS AND ELECTRICITY, FOR EXAMPLE, ARE 
INCREASING, BUT NEW HIGH COSTS ARE “ROLLED-IN” WITH THE LOWER COSTS OF OLDER 
SUPPLY Thus, ‘COMBINED PRICE LEVELS DO NOT GIVE THE CONSUMER A TRUE PICTURE 
OF THE VALUE OF CONSERVATION, WHICH SAVES THE COSTLY NEW ENERGY « WHILE 
MARGINAL PRICING REMAINS AN ATTRACTIVE CONCEPT, IT IS VERY DIFFICULT IN 
PRACTICE» IT MAY BE MORE EFFECTIVE TO DEVISE SURROGATES SUCH AS MINIMUM 


EFFICIENCY STANDARDS BASED ON MARGINAL ENERGY COST- 


~ AN ADDITIONAL BENEFIT TO BE GAINED FROM MOVING PRICE CLOSER TO THE LEVEL 
OF TOTAL COST IS THAT INCREASINGLY, FIRMS WILL SEEK TO PRIVIDE “GOODS AND 
SERVICES,” RATHER THAN SIMPLY FUELS- IN OTHER WORDS THEY WILL LIKELY OFFER 
HEAT, HOT WATER, COOLING, ETC-, BY THE MOST EFFICIENT MEANS AVAILABLE RATHER 


THAN FIRST SELLING ENERGY TO ACHIEVE THESE OBJECTIVES- 


THERE ARE ALSO A NUMBER OF IMPORTANT QUESTIONS WE HAVE RAISED ABOUT 


CONSERVATION IN OUR PREVIOUS WORK, WHICH THE COMMITTEE MAY WISH TO CONSIDER: 


1. Js CAPITAL AVAILABL IN SUFFICIENT QUANTITY AND AT AFFORDABLE 
RAT TO ALLOW THE EC NOMICALLY JUSTIFIABLE INVESTMENT IN ENERGY 
PRODUCTIVITY? CERTAIN ENERGY CONSUMERS MAY LACK THE DISCRETIONARY 
CAPITAL TO MAKE EVEN HIGHLY COST-EFFECTIVE INVESTMENTS- FOR 
EXAMPLE, THOSE PORTIONS OF SOCIETY CLAIMING THE FEDERAL INDIVIDUAL 
INCOME ENERGY TAX CREDIT ARE LARGELY CITIZENS ABOVE THE 
MEDIAN-INCOME LEVEL- [HIS FACT REFLECTS THE AVAILABILITY OF BOTH 
DISPOSABLE INCOME AND TAX LIABILITY. IF INCOME TAX CREDITS ARE TO 
BE THE PRINCIPAL MODE OF ASSISTANCE FOR FINANCING INVESTMENT, PEOPLE 
BELOW MEDIAN-INCOME WILL BE LESS ABLE TO PARTICIPATE- AT LOWER 


INCOME LEVELS, CITIZENS ELIGIBLE TO RECEIVE PAYMENTS TO OFFSET FUEL 


_ WHERE IT HAS OCCURRED, IT HAS PROVEN TO BE EXTREMELY IMPORTANT IN 
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BILLS WOULD NOT BE ABLE TO IMPROVE THEIR HOMES AND THUS BECOME MORE a 


RESISTANT TO COST INCREASES, AS WELL AS USE LESS ENERGY- ASEM , dat : 


Tie... where 4 


SIMILARLY, SOME OF THE INDUSTRIAL FIRMS WITH THE 
ENERGY" INTENS IVE PROCESS REQUIREMENTS she SUCH AS PAPER a STEEL Lo oF 4 


ARE THOSE HAVING DIFFICULTY FINANCING NEW INVESTMENTS OF ANY KIND 4 
a oa genie nuneee= af Sureeciecauie: ar 


WHEN NEW TECHNOLOGIES AND OPPORTUNITIES BECOME ECONOMICALLY " 
ATTRACTIVE, A LARGE NUMBER OF ENTERPRISES USUALLY ARISE TO MARKET — a 
THE PRODUCTS. — HIS IS HAPPENING TODAY WITH CONSERVATION FOR 
BUILDINGS AND INDUSTRY- ACCORDING _T0 THE Aprit 6, 1981 ISSUE OF q 
BusINess WEEK, ENERGY CONSERVATION WILL BE A $350 BILLION BUSINESS IN. 
THIS DECADE. NEVERTHELESS, IN VIEW OF THE NATIONAL INTEREST IN 
ENERGY EFFICIENCY THAT TRANSCENDS PRICE-INDUCED CONSERVATION, PUBLIC 

SECTOR ACTIONS MAY BE JUSTIFIED TO ENSURE THAT CONSERVATION MEASURES _ 
ARE EFFECTIVE: AN EXAMPLE OF SUCH AN ACTION MEASURE IS 


POST-RETROFIT INSPECTION OF BUILDING ENERGY CONSERVATION MEASURES- 


GENERATING THE DESIRED ENERGY SAVINGS AND IN REINFORCING THE 


WILLINGNESS OF THE CONSUMER TO INVEST- 


ON A LONGER-TERM BASIS, RESEARCH WILL BE REQUIRED TO MAINTAIN THE 
COMPETITIVENESS OF AMERICAN INDUSTRY AND TO ASSIST IN MEETING MARKET 
DEMAND FOR ENERGY EFFICIENCY CORRESPONDING TO UNPRECEDENTED ENERGY 
PRICES- ALTHOUGH THERE APPEARS TO BE CONSIDERABLE EFFORT BY THE 


PRIVATE SECTOR TO MEET NEAR TERM NEEDS, NEW PRODUCT DEVELOPMENT, 


a 


4. 
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RESEARCH ON MATERIALS, AND ON NEW INDUSTRIAL PROCESSES THAT ARE 
MATCHED TO PRESENT OR MARGINAL ENERGY PRICES ARE NOT ATTRACTING MUCH 
INVESTMENT- SUCH LONG RANGE RESEARCH HAS TRADITIONALLY BEEN A 


SUBJECT FOR FEDERAL SUPPORT- 


RE THE INFORMATION SYSTEMS WORKING, AND IS THER DERAL ROLE IN 
IMPROVING THEIR FUNCTION? IT IS CLEAR THAT WHILE THERE IS AN 
‘AVALANCHE OF INFORMATION ON VARIOUS ASPECTS OF CONSERVATION, MANY 
POTENTIAL PURCHASERS OF ENERGY-CONSUMING EQUIPMENT AND SERVICES HAVE 
DIFFICULTY DETERMINING THEIR OWN BEST CHOICE- CONFUSION ABOUT 
RESULTS, TRADE-OFFS BETWEEN PURCHASE PRICE AND OPERATING COST, AND 
LACK OF CREDIBLE DATA ON PERFORMANCE CONTINUES TO HOLD BACK 
INVESTMENT. IT IS WELL-ESTABLISHED, BY OUR WORK AND OTHERS, THAT IN 
THE AREA OF BUILDINGS, FOR EXAMPLE, PEOPLE LIKE TO OBTAIN 
INFORMATION EITHER FROM PEOPLE THEY KNOW PERSONALLY, OR FROM TRADE 
ASSOCIATIONS OR OTHER GROUPS OF “PEOPLE LIKE ME-” BUILDINGS REQUIRE 


A VERY SPECIFIC FORM OF ANALYSIS TO DETERMINE BEST INVESTMENTS: 


WHILE ALL MARKETS OPERATE WITH SOME IMPERFECT INFORMATION, IT IS 
DESIRABLE TO ENSURE THAT CLEAR AND DEPENDABLE INFORMATION IS 
AVAILABLE WHENEVER POSSIBLE- AN EXAMPLE OF THIS IS THE ENERGY 
LABELING PROGRAMS ~~ WHICH | UNDERSTAND WILL BE RETAINED UNDER THE 
PROPOSED BUDGET ~~ WHICH ENABLES CONSUMERS TO COMPARE THE ENERGY 
COSTS OF COMPETITIVE PRODUCTS- THIS PARTICULAR PROGRAM, I MIGHT 
ADD, DOES NOT SET STANDARDS BUT DOES PROVIDE IMPORTANT INFORMATION 


TO HELP MAKE THE MARKETPLACE FUNCTION MORE EFFICIENTLY- 


ARE THERE INSTITUTIONAL FFICULTIES OR AREAS OF PARTICULAR 
OMP. WHICH REQUIRE SPECIAL ATTENTION ECAUSE PRICE SIGNALS 


MARKET_RESPONSE? AN EXAMPLE OF SUCH A PROBLEM AREA MIGHT BE 
INVESTMENTS IN THE ENERGY EFFICIENCY OF MULTI-FAMILY RENTAL 
PROPERTY THE TENANT ULTIMATELY BEARS THE COST OF ENERGY, EITHER 3 
DIRECTLY THROUGH SUB-METERING, WHICH HAS BECOME VERY POPULAR IN THE 7 
LAST FEW YEARS, OR THROUGH THE RENT- THE TENANT, HOWEVER, HAS LITLE 
FINANCIAL INCENTIVE TO INVEST IN THE APARTMENT, AND Is “ALMOST 
CERTAIN TO BE UNCONCERNED WITH THE BUILDING’ S BASIC HEATING AND 
VENTILATING SYSTEM, WHERE INVESTMENT IS LIKELY TO BE INDICATED: 
ANOTHER PROBLEM AREA IS THE CONFLICT BETWEEN THE DESIRE OF THE 
SPECULATIVE BUILDER OF PROPERTY TO KEEP THE PURCHASE COST Low, AND 
THE INTEREST OF BUYERS IN KEEPING THE SUM OF MORTGAGE AND OPERATING 
COSTS AT A MINIMUM. A NUMBER OF’ ‘APPARENT INSTITUTIONAL BARRIERS MAY 
BE FERTILE GROUND FOR RESEARCH, WHETHER PUBLICLY OR PRIVATELY | 
FUNDED- 


ENERGY CONSERVATION IS AND WILL CONTINUE TO BE A VERY IMPORTANT 
CONTRIBUTOR TO OUR NATION’S ENERGY FUTURE REGARDLESS OF WHAT THE FEDERAL 
GOVERNMENT DOES- THE REAL QUESTION IS WHETHER OUR COLLECTIVE EFFORTS, PUBLIC 
AND PRIVATE, ARE AS EFFECTIVE AS THEY COULD BE- I! HAVE IDENTIFIED SOME AREAS 
WHERE THERE MAY BE RISKS INVOLVED IN RELYING SOLELY ON MARKET FORCES, 
PARTICULARLY IN A SITUATION WHERE THERE IS A LARGE DIFFERENCE BETWEEN AVERAGE 
AND MARGINAL COST OF ENERGY- [| UNDERSTAND, OF COURSE, THAT THE COMMITTEE IS 


TRYING TO BALANCE THESE QUESTIONS AGAINST THE LARGE QUESTION OF NATIONAL 


ECONOMIC WELL-BEING- GIVEN THESE CONDITIONS, I URGE THAT THE COMMITTEE 
CONSIDER WHAT THE APPROPRIATE METHOD IS FOR MONITORING THE PROGRESS OF THE 
COUNTRY TOWARDS ECONOMICALLY EFFICIENT ENERGY USE, AND DETERMINING IF, WHEN, 


AND WHERE GOVERNMENT ACTION IS_ INDICATED- INFORMED POLICY REQUIRES 
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P CONTINUING AND ACCURATE INFORMATION ON ENERGY TRENDS AND PROJECTIONS- SINCE 
ENERGY HAS BEEN A NATIONAL CONCERN FOR SUCH A RELATIVELY SHORT TIME, IT:<1S 


NOT CLEAR THAT ADEQUATE DATA COLLECTION MECHANISMS ARE IN PLACE- 


CONSERVATION IS A SOURCE OF ENERGY: IT IS DISPERSED, AND IT CAN TAKE 
MANY FORMS- CERTAIN COSTS ARE ASSOCIATED WITH USING IT, JUST AS ANY OTHER 
SOURCE- JHE DIRECT RETURN TO THE COUNTRY AND To INDIVIDUALS. FOR INVESTING IN 
WISE ENERGY USE IS CLEAR -- SAVE ENERGY/SAVE MONEY IS AS TRUE TODAY AS IT WAS 
WHEN New ENGLANDERS WERE CELEBRATING THE ART OF FRUGALITY AND THRIFT- By 
ENABLING ENERGY TO BECOME A LARGELY SUBSTITUTIBLE COMMODITY IN SUPPLYING 
DESIRED GOODS AND SERVICES TO PEOPLE, MODERN TECHNOLOGY ALLOWS OUR SOCIETY TO 
MEET THE PROBLEM OF RISING COST AND INSECURITY OF ENERGY WITH A VERY POWERFUL 


SET OF RESPONSES, COLLECTIVELY KNOWN AS CONSERVATION. 


T WOULD BE PLEASED TO ANSWER ANY QUESTIONS. 
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Mr. YATES. You may proceed. 

Mr. Gispons. Thank you, Mr. Chairman. A i Sk, | 
I am pleased to have my associate Miss Nancy Naismith with me 
today. , ee 
We are pleased to participate in these hearings today. As part of — 
our general responsibility for providing Congress with an analaysis . | 
of various technological options, OTA has had occasion over the 
past several years to examine in some detail the question of resi- 
dential energy conservation and we also reviewed the Department 
of Energy’s 1980 conservation programs. We are currently analyz- 
ing energy efficiency in commercial buildings, energy productivity 
in the industrial area and also some work on fuel use in auto- 
mobiles as traded off against synthetic fuel. , 

My remarks today will draw from that experience. I will concen- 
trate, however, today on some principles which underlie national 
policy discussion of conservation because I am certain that some 
very rich detail will follow my testimony this afternoon by the ~ 
other distinguished speakers who you have arranged to come ~ 
before you. ace 

In all of our work at OTA two main principles have been identi- 
fied and encountered repeatedly; that is, the work associated with 
energy. The first principle is conservation which means increased 
energy productivity and that in turn means getting more out of 
each energy that we use to provide goods and services. Conserva- 
tion represents the nation’s most important national source of 
energy not only in the near term future but in the longer term 
future. Many conservation technologies are well understood and 
are available and can be put into place quickly today. 

An industrial society such as ours obviously requires substantial 
energy but the amount of.energy required is not fixed. In many 
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industrial countries where energy for some time has been consider- 


ably more expensive than that in the United States, one finds 
energy being used substantially more efficiently than here; for 


example, as little as half the amount of energy to make a barrel of — : 


cement than currently here in the United States. The reason for 
that is very simple, they have had more time to make a rational 
adjustment to the higher price of energy and in doing so it can 
apply the fuel saved as with conservation to help provide for its 
economic growth; that is, the energy saved in a sense is energy 
produced. 

For the balance of this decade and I would say well into the next 
and on in past the turn of the century the returns from conserva- 
tion are not only the cost effective energy investments available to 
our nation but also the most realizable, particularly over the next 
decade or two. This will be true for investments by private consum- 
ers, by corporations and by the Government which as you know 
also is a substantial energy consumer. 

What we do by making investments in energy productivity is 
simply making the most of our capital and energy resources in 
maximizing our welfare. Saving energy or using energy are not 
goals in and of themselves but are rather tactics among others that 
are related to economic efficiency and, in the case of energy, to 
national security. 
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____ The second principle that we repeatedly encounter is the funda- 


mental role of price in the energy system. Price signals are critical 
to encourage investments in energy productivity and under deregu- 


_ lation prices are now beginning to move toward at least a more 


accurate representation of replacement costs; in other words, 
higher prices not only call for more supply but they call for some 
more economic use of that resource. As prices rise a broad range of 
conservation technologies become cost-effective and are particular- 
ly important when we view the issue from a national perspective. 

While individuals do not always make investments strictly on 
the basis of minimum life cycle cost, at least as much as economic 
logic and national interest might indicate, consumer repsonse to 
higher energy prices is certainly encouraging at this early time 
here in 1981. The desired rate and type of investment for conserva- 
tion will be presumably the subject of the speakers that will 
follow me this afternoon. | 

However, despite the response to present price, the true or so- 
called replacement costs of energy are sometimes masked from the 
consumer. Prices of natural gas and electricity, for example, are 
increasing but new high costs are rolled in with past lower cost 
sources of energy so the consumer sees only the average. In the 
Pacific Northwest, for example, the marginal or the cost of new 
kilowatts in that area is as much as 10 times higher than the 
present cost of the invested facilities there. 

Thus combined price levels don’t give the consumer a true pic- 
ture of the value conservation which saves the costly new energy. 
While marginal pricing remains an attractive concept it is very 
difficult in practice to see how it could be implemented. It may be 
much more effective to devise surrogates for marginal cost pricing 
Such as minimum efficient standards based on marginal energy 
costs as an economic rational. 

An additional benefit to be gained from moving the price closer 
to the level of true total cost is that increasingly energy firms will 
seek to provide the goods and services related to energy rather 
than energy itself. In other words, they will be likely to offer heat, 
hot water, cooling and other energy services by the most efficient 
means available rather than simply just selling energy to achieve 
these ends. This may in turn require policy changes at the Federal, 
State and local level in order to enable that adjustment to be made. 
There are also a number of important questions which OTA has 
raisded about conservation from its previous work and I would 
simply like to go through these, there are about half a dozen. 

First of all, is capital available, in sufficient quantity and at 
affordable rates, to allow the economically justifiable investment in 
energy productivity? Certain energy consumers may lack the dis- 
cretionary capital to make even highly cost-effective investments. 
For example, those portions of society claiming the Federal individ- 
ual income energy tax credit are largely citizens above the median 
income level. This fact reflects the availability of both disposal 
income and the tax advantages of these investments. 

If income tax credits are to be the principal mode for assistance 
to financing conservation investments, people below the median 
income level will be much less able to participate. At even lower 
Income levels, citizens eligible to receive payments to offset fuel 
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bills would not be able to improve their homes and thus would 
become more resistant to cost increases, as well as use less energy. 
It is interesting to note that as a very short-term alternative 
such notions as energy stamps are a very important stragety for 
the Nation. In the longer term, however, it seems much — ore 
sensible rather than to have poor people becoming more and more 
dependent on energy subsidies for their existence to help them 
work their way out of that dependence by helping to provide them 
with homes and other energy consuming things that “use less” 
energy. It makes more sense, in other words, to help put glass in a 
broken window than to help buy energy which pours out through 
the window in the winter time and I know that the energy compa- 
nies would all agree with me on that statement. Similarly, some 
industrial firms with the most energy intensive process require- 
ments such as, for instance, steel, are having difficulty financing 
new investments. . : ‘1 7oea 
The second question is, is the technology ready and what re- 
search issues should be considered? When new technologies and 
opportunities become economically attractive, a large number of 
enterprises usually will arise to develop, manufacture and market 
those technologies. This is happening today especially with energy 
conservation for automobiles, for buildings, various industrial ap- 
plications. According to the April 6 issue of Business Week, energy 
conservation is projected to be a $30 billion business in this decade — 
of the Eighties. ae. 
Nevertheless, in view of the national interest in energy Fath . 
that transcends simple price induced conservation, public secto! 
actions may be justified to insure that conservation measures are 
both effective and sustained. An example of such an action is post 
retrofit inspection and evaluation of building energy conservation 
measures. Where this post-inspection and evaluation has occurred, 
it has proven to be extremely important in generating the desired 
energy savings and in reinforcing the willingness of other consum-~ 
ers to adapt. 
On a longer term basis research will be required to maintain the ~ 
competitiveness of American industry and to assist in meeting 
market demand for efficiency that corresponds to the unprecedent- 
ed energy crisis that we not only have now but will be facing 
throughout this decade. Although there appears to be considerable ~ 
effort by the private sector to meet near-term needs based on 
present average price or recent average price of energy, new prod- 
uct development, research on materials and new industrial process- 
es that are matched to the present and especially to the present © , 
marginal costs of energy, which are much higher than our average 
costs, are not attracting that much private sector investment. Such 
long-range research and development has traditionally been a sub- 
ject for Federal support particularly in an area where the future is | 
so dependent on nonmarket factors. : 
The third question is, are the information systems working and 
is there a Federal role in improving their function? It is clear that 
while there is an avalanche of information, some good and some ~ 
not very good, about various aspects of conservation, many poten- 
tial purchasers of energy consuming equipment and services have 
difficulty determining their own best choice. Confusion about ex- 
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4 pected results, about tradeoffs between purchase price and operat- 


ing costs and lack of credible data on performance continues to 


hold back investments. It is a sluggish system. 


_ It is well established by OTA’s work and that of others that in 


the area of buildings, for example, people like to obtain informa- 


tion either from people that they know personally or from trade 
associations or other groups that they can identify with. Buildings 


- require very specific and individualized analysis to determine the 


a AE 


best investment. While all markets operate with some degree of 


| imperfect information, it is desirable to insure that clear and de- 


pendable information is available whenever possible. An example 
of this is the energy labeling program which I understand would be 
retained under the present budget. 

Mr. YAtTss. Or consumers reports. 

_ Mr. Grpsons. Or consumers reports. 

These labels enable consumers supposedly to compare the energy 
costs of competing products as well as the purchase price. This 
particular kind of program, I would say, does not set standards but 
it does provide important information at least to try to help the 
marketplace work more efficiently. 

The fourth question is, are there institutional difficulties or 
areas of particular complexity which require special attention be- 
cause price signals even when they are accurate or visible still do 
not generate an appropriate or proper market response? An exam- 
ple of such a problem area might be investments in energy efficien- 
cy of multifamily rental property. The tenant ultimately bears the 
cost of energy either directly through submetering or in his gross 


rent but the tenant has little financial incentive to invest in the 


apartment, either insulation or other energy conserving invest- 


| ments, and he certainly is going to be unconcerned about investing 


in improving the building’s basic heating and ventilation and cool- 
ing system. 

Another problem area is the conflict between the desire of the 
speculative builder particularly, say, of individual homes or condo- 
miniums to keep the purchase cost low and the interest of the 


buyers in keeping the sum of both the mortgage and the operating 


cost at a minimum. A number of apparent institutional barriers 
may be fertile ground for evaluation via public policy or privately 
funded but we feel that it is terribly important to give attention to 
that matter. 

Energy conservation is, Mr. Chairman, and will continue to be, a 
very important contributor to our Nation’s energy future regard- 
less of what the Federal Govenment does. The real question is 
whether our collective efforts, both public and private, are as effec- 
tive as they could be and should be. 

I have identified this afternoon some areas where there may be 
risks involved in relying solely on market forces, particularly in 
the situation that we are in today where there is a very large 
difference between average and marginal cost of energy. I under- 
stand, of course, that your committee is trying to balance these 
questions against the larger question of national economic well 
being. Given these conditions I would urge that the committee 
consider what the appropriate method is for monitoring the prog- 
ress of our Nation toward economically efficient energy use and 
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determining if and when and where Government action is indicat- 
ed. : acy. Sea oe 
Informed policy requires continuing and accurate information on 
energy trends and projections. Since energy has been a national 
concern for such a relatively short time, it is not clear that ade- 
quate data collection and analysis mechanisms are in fact in place. 
Conservation is certainly a source of energy, it is dispersed and it 
can take many forms. Certain costs are associated with using it 
just as any other source. The direct return to the country and to 
‘ndividual consumers for investing in wise energy use is very clear. 
Save energy, save money is as true today as it was when New 
Englanders were celebrating the art of frugality and thrift. By 
enabling energy to become a largely substitutable commodity to 
supply as desired goods and services to people modern technology, © 
whether it be existing or potential, can allow our society to meet 
the problem of rising energy costs and rising insecurity of energy 
with a very powerful set of responses collectively known as conser- 
vation. ei 
Thank you, Mr. Chairman. I would be pleased to answer any 
questions. dines Di 
Mr. Yates. Thank you. You have had a very good statement. 
I could not help thinking as you testified about market forces 
that they are going to bear a tremendous burden. We had testimo- — 
ny two days ago by the Emergency Preparedness Group and they 
are just doing away with everything and they say, we will let the 
market take care of it. Now I don’t know how the market can take ~ 
care of it. when the supply is cut off, it just doesn’t make sense. 
Thank you, Mr. Gibbons. | 
Mr. Grppons. Thank you, Mr. Chairman. We appreciate the op- — 
portunity to testify. 


OVERVIEW 
WITNESSES 


CLARK BULLARD, UNIVERSITY OF ILLINOIS 
ERIC HIRST, OAK RIDGE NATIONAL LABORATORY 
GRANT THOMPSON, CONSERVATION FOUNDATION 
ROBERT WILLIAMS, PRINCETON UNIVERSITY 


Mr. Yares, Mr. Bullard, Mr. Hirst, Mr. Thompson and Mr. Wil- 

iams. 

The statements of Mr. Bullard, Mr. Hirst, Mr. Thompson and ~ 

Mr. Williams may be made a part of the record at this point. 
[The statements follow:] 
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Good afternoon. My name is “Clark Bullard, aad Tam presently 
Director of the Office of Energy Research and Professor of Mechanical 


Engineering at the University of Illinois at Urbana-Champaign. From wo! 
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through 1979 I wes Director of the Office of Conservation and Advanced New 

Energy Systems Policy at the U.S. Department of Energy. I have also BAe 

one year with the Office of Technology Assessment and welcome this in OLR 

opportunity to return to the Congress and testify on the proposed DOE | 
budget for conservation. 

I do not dispute the need for cutting the DOE budget, and am -sympathe= 
tic to the Reagan Administration's desire to accelerate decontrol of eneray 
prices. But decontrolling oil and gas prices would transfer about $150 : 
billion per year from energy consumers to energy producers, relative to the 
1979 base year. Instant decowttdl would therefore create about a $2000/— 
family/year incentive for conservation that didn't exist before. And this 
$150 billion incentive makes the entire DOE budget of about $1 billion 
look insignificant by comparison. 

The Decontrol Myth 

These massive conservation incentives that would result from total 
decontrol form the basis for the Administration's proposal to emasculate 
the conservation budget. But these benefits are hypothetical, because 
price controls remain intact on electricity and natural gas, which account 


for more than half of retail energy sales. Moreover, in the unlikely event 


ed 


that these prices were immediately decontrolled, the available evidence 
indicates that markets in conservation technologies do not work as well as 
Mr. Stockman assumes, government action would still be needed to smooth 


the transition. 


But it is frankly inhumane to clobber inflation-stricken American 
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families with instant decontrol, without giving low income households 
tax relief or welfare increases amounting to about $2000 each. For this 
reason, I believe instant decontrol of natural gas will not occur, and 
the AanThisteation’s recent backpedalling on the issue tends to confirm 
this suspicion. | 

If natural gas decontrol is unlikely, then decontrol of electricity 
prices is impossible. Three years ago Congress was able to pass only a 
watered-down version of the Public Utility Regulatory Policy Act, which 
requires states to merely consider market. pricing of electricity. Anda 
Mississippi judge recently declared it sn tanconstetutional invasion of 
States’ rights to subsidize electricity prices. 

Subsidizing energy through price control is a bad policy; it creates 
severe problems for the entire U.S. economy. But despite the Administra- 
tion's rhetoric and wishes, gas and electricity prices will remain sub- 

- sidized and controlled for the forseeable future. The market cannot and 

will not work under such conditions. Oil imports will exacerbate inflation, 
artifically low prices will create artifically high demand for gas and 

- electricity, and scarce investment capital will be diverted to constructing 
unnecessary power plants and syngas plants to serve the inefficient buildinas 
and appliances being constructed today. The tragedy is that this capital 
will be sapped away from the urgent task of reindustrialization. 


What the Reagan Administration forgets is that markets respond not only 


} - to correct price signals, but to incorrect ones as well. With half of 


America's energy still being retailed at subsidized rates, and with billions 
of taxpayer dollars still being pumped into the nuclear industry, it is 
insane to expect producers of appliances, buildings and industrial equip- 


ment to build them efficiently. Each under-insulated home or inefficient 


smelter built today represents a commitment to wasting ahergy' For sd-100 


years in the future. America cannot afford it. eo Ae low 1 Se 
In previous years, Congress recognized that compassion called for © eer 
decontrol to proceed slowly, in order to minimize the human costs of the | 
| 2 2hit — 
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energy transition. But Congress also recognized that America had to start. 

fot4 y Zan: ion? 
immediately modernizing its energy-consuming infrastructure -- more than a 
trillion dollars worth of economically obsolete energy-consuming buildings, 


vehicles and industrial equipment in a post-embargo world economy. Congress 


instructed DOE to take actions to offset the effects of energy price con- 
trols, to encourage American industry to build and buy bhebgyeerrigient’ =e 
equipment that would enable America to compete in the post-embargo wor “2erere g 
economy. st Keres 

> a eNee 


Cuts in Regulatory and Information Programs 
The specific Reagan budget cuts are rationalized by a set of simplistic. 
non-sequiturs that defy reason. There is just no way that decontrol df OPS 2" 
prices will cause a builder to put more bhutat on in a gas-heated home, or he 
cause an Illinois family to buy an efficient electric refrigerator. Ap- | 
pliance efficiency standards and building energy performance standards 
might help, but the budget for these Congressionally-mandated programs has 
been decimated. What's even more shocking is that the analyses performed 
in the process of developing these standards revealed that the markets for 
buildings and appliances are so imperfect that the industries have not 
even responded efficiently to the energy price increases of the last decade. 
This means that even total decontrol would not cause the right amount of 
conservation to occur. The “perfect information" needed by manufacturers 
and consumers does not exist; its production and diffusion (without govern- 


ment intervention) takes a very long time. The only institution that can 
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produce and disseminate such information in a timely manner, the DOE 
conservation office, is apparently being closed down. 

"The Reagan Administration's approach is thus guaranteed to be . 
inscrutable. Even if its wish for instant decontrol comes tue; and the 
nation embarks on a $2000/family/year eaberimants there will be no way to 
measure the success -- or failure -- of the experiment. There will be no 
data on the efficiency of new buildings, and no “perfect information" about 
whether the technologies employed represent an economically efficient 
response to the deregulated ari cee The DOE (CS and EIA) budgets for 
monitoring and analyzing the efficiencies of new buildings and other 
investments ought to be increased significantly whether prices are decontrolled 

_ or not. | 

I do not believe that mandatory standards are the only way -- or the 

best way -- to realize cost-effective energy efficiency improvements. Once 
the appropriate efficiency rating is determined, for example, income tax 
credits could be offered to (domestic) manufacturers or builders whose 
produces exceed the standard. Those who fall short (domestic or foreign) 
could be subject to a "guzzler tax." The efficiency rating and the tax 
rates could be set at levels such that revenues exactly offset tax credits. 
The program would require no more bureaucrats to administer than a simple 
labeling program. Without such a program we're likely to wake up in 5 
years, when we finally get around to decontrolling gas and electricity 
prices, and find the U.S. market flooded with efficient, high quality air 
conditioners, and computer-controlled HVAC systems and industrial equipment 
imported from companies abroad who are developing such technologies today 
for sale in their local markets that already face higher energy prices. 


I prefer the tax credit approach to regulations because I believe its 
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flexibility, and its incentives for exceeding the standard, ieee eure 
quicker technological innovation, greater energy savings and faster 
implementation. Though possibly less effective than tax credits, mandatory 
efficiency standards will be far more effective in the face of controlled 
electricity and gas prices than simple labeling or information SRoSranssaae 
But to cut or eliminate information programs such as the Residential Con- 
servation Service, at a time when prices are rising 50 abruptly, is 
irresponsible. It is also important to recognize the value of the informa- 
tion produced by the analytical efforts supporting development of appliance 
and building standards; it is useful to producers and consumers alike. An 
effort of about $70 million annually is needed in the areas of buildings 
and appliances alone. 
Cuts in Basic Research 

Besides the applied research underlying the tax and reguiatoiyee 
grams, basic research programs essential to conservation are also slated 
to be cut. For example the building systems category, which includes basic 
research on building materials, controls, and energy performance analysis 
was cut more than one-third below its proposed level for FY 82. This also 
is a serious mistake. Without a fundamental understanding of convective 
and radiative heat transfer processes in well-insulated buildings made of 
new materials, architects and engineers will have no basis for developing 
new energy saving designs or heating and cooling systems. 

Likewise without basic research on advanced materials, heat transfer 
mechanisms, and chemical processes, U.S. industry will continue to lag 
the rest of the world in development of energy-saving industrial processes 
and equipment. The reason is simple, our foreign competitors have been 


facing higher energy prices longer than we. When total decontrol finally 
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occurs, or when prices take another sudden jump due to a war in the Mideast 
or due to unexpected news about carbon dioxide or reactor safety, U.S. 
industry will not have the technological base from which to bring new 
energy-efficient products to the wotla market. The proposed cuts in basic 
research supporting buildings, transportation, and industrial technologies, 
remove the nation's safety net. | 
Solar and Conservation Bank 
I have intentionally avoided mentioning the proposal to eliminate 
funding for the Conservation Bank, because I wanted to focus on the need 
for policies to save significant amounts (20-40 percent) of energy in new 
buildings and appliances. These regulatory programs are moderately pro- 
gressive because their costs are borne mainly by upper-income purchasers. 
_We face a different problem with existing buildings, however, where it 
would take literally tens of billions of dollars worth of grants and tax 
credits each year to offset the effect of rolled-in pricing of electricity 
and gas. Measured on this scale, the 15 percent tax credit for residential 
conservation retrofits is only a token. Furthermore, Treasury Department 
statistics show it is only effective with taxpayers above the median income 
level. Those below median income generally file the 1040A short form, or 
are too poor or elderly to pay any taxes at all. These are the people the 
Conservation Bank, with its 30 percent subsidy through low interest. loans, 
was intended to help. To eliminate this support from the poor, while 
retaining the tax credit for the rich, requires consideration of more than 
its effect on oi] imports. Your vote on this issue will not only be seen 
as a statement on energy policy, but also as a reflection of your compassion 
for elderly and poor who lack the up-front capita] to insulate -- and 


therefore keep -- the home they worked so hard to own. 
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ABSTRACT | 


vod 


Energy conservation involves the substitution of intelligence, pru- 2% 


dence, maintenance, and better equipment for scarce, insecure, and 
costly energy. These substitutions improve efficiency of energy use and 
thereby enhance economic productivity. In addition to the economic 
benefits of lower costs for energy services, conservation reduces depen- 
_dence on foreign oil supplies, reduces the environmental impacts of 
energy production, and provides time to develop additional energy 
resources. 


— 
a 


The benefits of conservation are clear, but the proper role for 
government is hotly debated. Although the normal workings of the market 
system (higher fuel prices) are doing much to stimulate cost-effective. 
conservation actions, several barriers to conservation still exist. 
Government programs are needed to help overcome these barriers (related 
to inappropriate fuel prices, government regulations, lack of infor- 
mation, inertia, and capital costs). These programs can take several 
forms to stimulate and hasten adoption of conservation actions. 


Although the methodology for estimating future benefits of govern- 
ment programs is not fully developed or verified, recent analyses indi- 
cate that present Department of Energy conservation programs could 
reduce annual energy use by 2.7 Quads in 1985 and by 13 Quads in 2000. 
These savings are over and above those due to normal market forces 
(higher fuel prices), federal tax credits, new car fuel economy stan- 
dards, and decontrol of oil and gas prices. The estimated cumulative 
oil saving for this 20-year period is 41 Quads; the present worth of the 
oil saving at an assumed $10 per barrel incremental social cost is $50 © 
billion. This economic benefit is in addition to the savings realized 
by energy consumers themselves. These estimates are reinforced by eval- 
uations of the effectiveness of specific government programs and by 
considerable anecdotal evidence. 
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1. INTRODUCTION 


cas nator uncertainty about energy “CREEPRSETON is not its desira- 
bility or effectiveness, but rather the proper role for government in 
promoting it. The purpose of this paper is to investigate and document 
the need for government programs that reduce oi] imports and improve 


energy efficiency throughout the U.S. economy. Although the market for- 


ces of rising fuel prices are doing much to spur voluntary actions to 


improve energy efficiency, there are a variety of barriers to such 


actions that only effective government programs can overcome. 


During the past several years, work has been underway at several 
Organizations to develop and use analytical methods for estimating the 
energy and economic benefits of energy-efficiency improvements in 


1-10 


general and of government programs in particular. More recently, 


research has been directed toward carefully evaluating the effectiveness 


Of ongoing government conservation programs. 21-15 


This paper summarizes 
results of this research and provides information on the expected bene- 
fits from government programs. These estimates should be helpful in 
making decisions on the level and types of government conservation 


programs that are needed. 


The remainder of this section discusses recent energy trends and 
the role of conservation in resolving U.S. energy problems. Section 2 
discusses barriers to implementation of energy-efficiency improvements. 
Section 3 describes various government programs designed to overcome 


these barriers. Several specific examples of market failure and effec- 


tive government programs are provided throughout the paper. 
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Until the early 1970's, U.S. energy supplies were secure and. inex- 
pensive. As the economy grew after World War II, the demand for nara 
grew. Because the domestic supply of crude oi! grew more slowly than — 
demand, the growing gap between them was filled with inexpensive 
imported oil. By 1973, oil imports totaled 6.1 million barrels per day 


(37 percent of U.S. oi] use). 16>17 


Since then, our energy supply has been neither secure nor inexpen- 
sive. The 1973 oi] embargo showed that heavy dependence on oil from 
unstable regions of the world makes us,-vulnerable to oil supply disrup- 
tions. Such a disruption, or even the threat of one, has grave implica- 
tions for domestic and international economic stability, foreign policy, 


and national security. 


The quadrupling of-world oil prices immediately following the 1973 
embargo contributed to the economic disruptions of the mid-1970's. But 
oil imports continued to grow and reached 8.6 million barrels per day 
in 1977, almost half the total U.S. oil use. Even though oi] prices 
again .doubled during 1978 and 1979 and imports began to decline, we 


still import about 40 percent of our oi. 16517 


Why have imports remained so high in the face of severe price 
increases and clear threats to national security? Rapid expansion in 
the production and use of domestic energy sources is hampered by 
inherently long lead times as well as by potentially serious environmen- 
tal, safety, and logistical problems.°?? Also, much of the nation's 


stock of vehicles, buildings, appliances, and industrial plants (i.e., 
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er capital stock) was designed and built during periods of low energy 
"prices. 18, ee Therefore, this capital stock is economically inefficient 
at today's prices (Exhibit 1). This has increased production costs and 


Phis contributed to the decline in U.S. productivity growth. 


Future energy supplies will be more expensive than are iba ae 
supplies. ‘Even if plentiful energy supplies become available at higher 
costs, prosperity, economic growth, and our ability to compete in world 
markets can only be maintained with sharply increased energy efficiency 
De So that the total cost of energy services remains at acceptable levels. 


This is the central contribution of conservation (Exhibit a). 


The energy problem extends beyond economic efficiency and produc- 
tivity issues. High and rising energy prices inflict hardships on the 
poor and even middle-income groups. They also create inequities among 


regions of the country. 


By reducing the energy required to provide services such as 
heating, cooling and hot water, conservation reduces the levels of 
pollution associated with the overall production and consumption of 

_@nergy. This is in contrast with the major supply options-- nuclear 


power, oi], coal, and synthetic fuels. 


It is important to distinguish between conservation and curtail- 
ment. Curtailments (for example, Sunday closings of gas stations or 
mandatory reductions in winter temperature settings in commercial 
buildings) involve immediate short-term mandatory reductions in energy 


use and occur primarily because of policy failures to deal with long- 


SS ee 


term problems or because of unforeseen shortfalls. 
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Exhibit 1 


IMPROVING U.S. ENERGY PRODUCTIVITY: THE LEAST-COST STRATEGY 


To what extent are energy-efficiency improvements occurring naturally through the normal 
workings of the market system? Is government intervention needed to hasten the adjustment to 
higher fuel prices? 


These are crucial questions in the debates about the proper role of government in improving 
energy efficiency. Unfortunately, they are also difficult questions to answer unambiguously. A 
group at the Energy Productivity Center29 developed a novel and useful way of looking at energy 
Consumption that sheds some light on these questions. The Center focused on energy services 
(such as warmth, light, and mobility) rather than on the fuels themselves. After all, society's 
demands are for the services that energy resources provide rather than for the raw fuels. 


The Center developed a "least-cost energy strategy" for 1978 that compares the actual pat- 
tern of energy consumption with the mix of fuels and capital that would have occurred had 
society been minimizing long-run costs. The levels of energy services (e.g., vehicle miles tra- 
veled, thermostat settings in homes and commercial buildings) were kept the same in both cases. 
The second case differs from the first in that it assumes that the nation's capital stock is 
hypothetically reconfigured to be optimal for 1978 fuel prices. 


The results are interesting and dramatic. The nation actually consumed 79 Quads in 1978, 
of which 36 Quads was oi]. In the least-cost case, on the other hand, total fuel consumption is 
cut by almost 20 Quads, a 25% reduction. Perhaps more important, oi] consumption is cut by 
almost 11 Quads, a 30% reduction. ‘. 


In addition to these savings in energy and petroleum, the total cost to society of energy 
services (cost of fuels plus capital) is 17% lower in the least-cost case than in the actual 
1978 situation. In other words, society reduces energy use by almost a third and energy con- 
sumers save money. Of course, this does not mean that the average consumer should immediately 
scrap existing capital for more efficient equipment. The cost would be too great and probably 
not economically justified. The "least-cost" example merely illustrates how far from . 
equilibrium our capital stocks are. 


The Center recently updated their analysis to 1980.21 Even though considerable progress 
was made between 1978 and 1980 in terms of improved efficiency, the least-cost strategy again 
showed dramatic benefits. In particular, the least-cost strategy led to a 50% reduction in oil 
use. This potential saving is larger than the 1978 saving because the very sharp increases in 
oil price were not matched by corresponding efficiency improvements. In other words, it takes a 
long time to upgrade capital stocks. 


These results demonstrate that the market system responds slowly to fuel price increases. 
They suggest a need for government programs that accelerate the adoption of energy-efficient 
buildings, equipment, industrial processes, and transportation vehicles. Information and educa- 
tion, research and development, tax credits, and efficiency regulations are all government 
actions that can move our country more quickly towards a higher level of energy productivity and 
a lower level of oil imports. 


ENERGY SERVICE MARKET SHARES 
OF VARIOUS TECHNOLOGIES 


ACTUAL 1978 LEAST-COST 
SITUATION 1978 CASE 


TOTAL ENERGY TOTAL ENERGY 
ACTUAL SERVICE DEMAND SERVICE DEMAND 


1973 IMPROVED sow, 


SITUATION |“ | EFFICIENCY IMPROVED 


EFFICIENCY 
32% 


ATURA 
awe * COAL 3% 


NATURAL 
GAS 
1 
PURCHASED sla 
ELECTRICITY PURCHASED 
ELECTRICITY 


‘ee 17 % 
= 
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Exhibit 2 
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_ | BENEFITS TO THE NATION OF IMPROVED ENERGY EFFICIENCY 


__.. Enhance economic efficiency 


Reduce dependence on foreign oi] 
" supplies : | 4 


LQ j TVA c POD 


~ Save money for energy consumers 


Provide time to develop new energy 
resources 


Reduce adverse environmental effects 
from energy extraction, production, 
and delivery ifn 


Improve balance of payments by exporting 
new energy-efficient technologies 


Conservation, on the other hand, means developing energy-use pat- 
terns that reflect the true cost of energy production and use. This 
includes improving energy efficiency, shifting to less energy-intensive 


goods and services, and switching from oi] to other fuels. 


There are two basic ways to vere energy efficiency. The first 
involves improvement in the technical efficiency of energy-using 
Systems - space heating and cooling equipment, appliances, building 
: Structures, transportation equipment, and industrial process equipment. 
These measures are characterized by minimal behavioral change, some 
(occasionally high) capital costs, and delays in implementation until 


existing equipment wears out. 
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The second way to improve efficiency involves changes in the opera- 
tion of existing systems. These are characterized by their low (or 
zero) capital cost, the speed with which they can be implemented, and 


the fact that all require operational (human) changes. 


In the long term, renewables, synthetic fuels, and other energy 
sources will play major roles in the energy picture, but conservation 
and fuel switching are the major options to reduce vulnerability through 


decreased dependence on foreign oil over the next decade. Even as new 


= 
4 


energy sources come on line, conservation will remain vitally important. 
Because new energy sources will be more costly than the traditional 
sources they replace, increasing energy efficiency will be a key part of 


a long-term, cost-effective solution to our energy problem. 


Conservation is the least expensive "energy source" in the U.S. 
Many conservation measures save oi] at costs that are substantially 
below the present $34 per barrel cost of crude oil imports. Moreover, 
from the consumer's perspective, the relevant comparison is with the 
delivered price of such imported energy, which is currently about $50 
per barrel. If a premium were added to account for the cost of vulnera- 
bility, the true cost of oi] from the nation's perspective would be much 
higher. Various estimates have been made for this premium, we use $10 


per barrel in this paper. 
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2. BARRIERS TO CONSERVATION 


Despite the variety and cost - effectiveness of available conser- 


-* eragt tees and measures, it appears that improvements in energy 


Fuel Prices. Market forces are playing a major role in facili-. 
“tating the economy's adjustment to significantly higher energy 
ee 24 


: costs; " but the rate of adjustment is slower than it should be 


ee energy prices do not yet adequately reflect energy costs. The 


President recently deregulated all oi] prices.°° 


The Natural Gas Policy 
Act of 1978 will gradually deregulate some Bis prices by 1985. ¢7 The 
Public Utilities Regulatory Policies Act of 1978 (PURPA) 22 encourages 
‘state regulatory bodies to consider new rate schedules that reflect 


marginal costs, 2 


penalize inefficient users, encourage small power pro- 
ducers (including cogenerators), and generally strengthen market incen- 

| tives. However, important as these steps are, 45 percent of natural gas 
| will not be completely deregulated in 198520 and many utilities will not 


| follow the voluntary PURPA guidelines. 


Furthermore, market forces will not direct the economy to the 
| socially optimal level of energy conservation. There are Significant 
costs associated with vulnerability to oil supply disruptions that go 


beyond the cost of imported oi1.3) 


In addition, some environmental 
pollution costs are not reflected in market price signals. Finally, 


decades of subsidies for conventional supply options further distort 
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market signals about the economic attractiveness of conservation 


ara 


options. For example, by making energy prices artificially low, sgovern- q 


ment subsidies to synfuels product ion as well as ‘to. conventional ‘energy 


3h RO? i384 
production undercut market incentives that would encourage adoption of q 


ie ; - ei me S38 YoOns 3F 
conservation technologies.->? »32 3 
avit 297 a 
Imperfect Information. Individuals and businesses often have 
4 fay F 
neither. adequate information nor sufficient ability to determine the — 
« nie 


life-cycle costs of alternative energy options. Furthermore, etritiyy 


‘iy te “> tp 20% 


such information and the requisite prefessional rip to make ‘such com- 
parisons is burdensome and expensive. Therefore, individuals and irae 


“neos) “abi ga v 
typically make decisions based primarily on initial costs. while this 4 


6 ‘$ of 
may be rational for individuals who face eterone where the net. Senet 
fits may be both uncertain and small relative to the cost of obtaining 
additional information, such behavior adds up to substantial energy re 


waste on a national scale (Exhibits 3 and 4). 


Inability of the Private Sector to Capture Full Benefits of R&D. soup ae 


The benefits from successful research and development on generic tech- — a 


nologies generally cannot be fully captured by the firm that success- 
fully pursues such activities. Thus projects are foregone where the 
likely national benefits greatly exceed the costs, but where the private 
benefits do not exceed the private costs. Such research and development | 


will not be undertaken without Government support. 


Constrained Capital Availability. To the extent that the appro- 


priate market response to higher energy prices requires investment, the 


efficient functioning of the market requires that firms and individuals 
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Exhibit 3 
~ RETROFIT POTENTIALS AT INSTITUTIONAL BUILDINGS 


During the past two years, a group of trained energy auditors from the Oak Ridge Associated 
Universities (ORAU) conducted audits at 48 hospitals in four states (New York, Virginia, 
Pennsylvania, Tennessee). The audits included reviews of hospital utility bills, examination of 
blueprints and equipment specifications, discussions with hospital operating personnel, walk- 
through of the Facility. detailed data collection within the hospital, and subsequent calcula- 
_ | tions and analysis. 


7 — a 
fe ee hae “ 
RO Cre asian eemape ye 


eat yen. 
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_ Their results are startling. Of the almost 900 audit recommendations made by the ORAU 
Staff, more than 100 involve no capital cost at all. These measures would cut energy use at the 


typical hospital by more than 5% of baseline energy use. Implementing all the recommendations 


: offered would cut annual energy use by about 100 thousand 
_ of baseline energy use. The investment re 


‘ 


Assume that the potential energy savings uncovered at these 48 hospitals is typical of that 
_in the 450 thousand buildings eligible for the ICP.35 The “potential - and largely untapped 
energy saving is more than 0.7 Quads, of which almost 0.5 Quads (equivalent to more than 200 
thousand bbl/day) is natural gas and oil. The value of the oil and gas savings to these insti- 
_ tutional buildings amounts to about $4 billion a year. If the value of oil to society (i.e., 
_the oil import premium) is about $10/bb1, then the additional benefit to society of these fossil 
- fuel savings is almost $900 million a year. NECPA authorized a total of $900 million of federal 
_Mmatching grants for the ICP; the above calculations suggest that this federal investment will be 
repaid very quickly. 


AUDITS AT 48 HOSPITALS SHOW LARGE 
POTENTIAL ENERGY SAVINGS 


(kBtu/ ft?) 


FOSSIL FUELS 


ELECTRICITY 


ENERGY SAVING 


0.04 0.08 0.12 0.16 0.20 0.24 
IMPLEMENTATION COST ($ /ft?) 
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Exhibit 4 


HOUSEHOLD RETROFIT ACTIONS: THE NEED FOR GOVERNMENT PROGRAMS 


In late 1978, DOE's Energy Information Administration conducted a survey of four thousand 
households. Results from this survey, based on a detal led home interview, provide considerable 
information on household energy use and retrofit actions. 6 


The survey included questions on household actions to conserve energy that had been taken 
in 1977 and 1978: inexpensive measures such as caulking and addition of plastic coverings on 
windows, as well as more expensive measures such as attic and wall insulation. Altogether, 
questions were asked about 11 different conservation actions. 


Analysis of the EIA survey results showed that more than half the households took no retro- | 


fit action during the two-year period covered?’ These households are different in many ways 
from those who did implement conservation measures. The “retrofitters" were, on average, two 
years younger, had annual incomes of almost $2000 more, lived in homes that were three years 
older, were more likely to own their homes, were more likely to live in single-family homes, and 
had higher fuel bills (by about 10%) than did the nonretrofitters. 


The households that did install some conservation measures tended to pick only the very 
inexpensive measures. Only one-fourth of these households installed measures with a payback of 
more than five years. 


These results suggest considerable additional potential to reduce energy use in homes. Two 
government strategies are implied by the survey data. First, programs are needed to encourage 
nonretrofitters to adopt at least some conservation measures. Second, programs are needed to 
encourage those who have already adopted some measures to implement the more expensive but cost- 
effective measures that are generally not being adopted yet. DOE's Weatherization Assistance 
Program is aimed at retrofitting homes of elderly and low-income households (two groups shown by 
the EIA survey who are not doing so on their own). The Residential Conservation Service and 
Energy Extension Service are aimed at encouraging other households to implement additional cost- 
effective measures that the EIA survey shows are not being widely adopted. 


HOUSEHOLD RETROFIT ACTIONS IN 1977 AND 1978 


50 


DISTRIBUTION OF HOUSEHOLDS (%) 


NO O-1 
ACTION 


PAYBACK PERIOD FOR HOME RETROFIT MEASURES (years) 


. 
a 
xi 
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have access to capital. If they do not, market forces alone will not 
bring about an efficient response. This is an overriding problem for 
low-income individuals who do not have the Capital required to retrofit 
their homes and to invest in energy-efficient consumer durables, and 


also for utilities and small businesses. 


Institutional and Regulatory Barriers. A variety of government 


laws and regulations inhibit adoption of cost-effective conservation 
measures. For example, almost every community in the United States has 
its own building. code, originally established to ensure compliance with 
fire, health, and safety requirements. These codes could spur energy 
efficiency of new buildings by incorporating requirements on the thermal 
performance of structures and the efficiency of heating systems. 
However, the multiplicity of building codes and differences among codes 
and how they are administered complicate and reduce this potential 


(Exhibit 5). 


s 


When the owner of a building is also the sole occupant of that 
building, there is little ambiguity about who pays the costs and who 
receives the benefits of adopting conservation measures. However, for a 
building that is tenant-occupied, this is a problem. If the tenant pays 
for utilities, then the owner has little incentive to invest in energy- 
efficient systems; the ene would accrue to the owner but the benefits 
would accrue to the tenant. The fact that one-third of the nation's 


housing stock is occupied by renters emphasizes the significance of this 


issue. “9 


76-703 0 - 81 - 25 (6b) 
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MARKET FAILURES ASSOCIATED WITH ENERGY EFFICIENCY OF NEW HOMES 


A key ‘issue related to the need for government programs is the | gustion “How does 
market work in leading to decisions that are optimal from society's point of view?" — 
analysis of the thermal performance of new homes constructed in 1976 sheds" some Tigh on 
question. 


Engineering analyses of new home design in ten different cities around the cou ry | led 
curves such as that shown below for Kansas City. In each case, the first few dol lars of ex 
investment in energy efficiency yield large energy savings, while further investments s yiel 
decreasing marginal energy savings (the well-known law of diminishing marginal returns). i o2f 


' 
Bi. 
“Th 


Using data collected by the National Association of Home Builders,39 the analysis compared 
the actual construction of new homes (insulation levels in attic, floor, walls; window 
glazing) in these ten cities with the engineering cost relationship described paroke Pa 
parison showed where on the energy use/capital cost tradeoff curve houses were bei! 
Using values for heating and cooling degree days and fuel prices specific to each c ty, 
marginal rate of return to investments in thermal performance was computed for each. 


On ae 
The results showed a wide range in rates of return, all of them considerably higher moh 
the estimated market rate of return (3% real, net of inflation). For example, electrical 
heated homes in Kansas City were built in 1976 at levels of thermal performance that imply a 
required marginal rate of return of 100% (i.e., a one-year payback on the investment). vestnent 
actual level of thermal performance corresponds roughly to point 6 in the figure.- If inv 
had included measures to the point at which the marginal return was 3% (real), energy use aoe 
the new home would have been 29% less than it was (roughly point 14 in the figure). BS: out 


These results provide strong evidence that the new housing market is not economically ef 
cient. Decisions made by home builders and buyers imply extremely high discount rates, rates 
that yield a serious underinvestment in energy-efficient structures and heating equipment. 
This market imperfection probably arises because home builders seek to minimize first cost ek 
(without much regard for the subsequent operating cost). Home buyers are generally unaware 49T Be bs 
the thermal performance characteristics of new homes and of how these characteristics influence | 
fuel bills. This problem and the enormous disparity between private and social discount rates — 
indicate considerable need for government programs. 
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0.6 


ANNUAL HEATING ENERGY USE (1.0 = 83 MBtu) 


fe) 500 1000 1500 2000 
ADDITIONAL INITIAL COSTS (1975—$) 


Heating load versus capital cost for a new single-family home in Kansas City. 
Each point on the curve corresponds to additional amounts of attic, floor, and 
wall insulation; and storm windows and doors. 
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Community conservation programs, such as district heating, require 
coordination among many parties, complex financial arrangements, long- 
range planning, and conformance with many laws and regulations. A 
national strategy is needed to help private investors overcome the many 


institutional barriers associated with such systems. 


Inertia. Until the early 1970's, the energy cost of operating 
Systems was a small and declining fraction of the total cost. There- 


fore, little attention was devoted to energy efficiency. Now with fuel 


prices very much higher - and bound to rise even further - Changes in 


thinking are occurring with respect to the design, purchase, and opera- 
tion of systems. However, it will take time to overcome inertia and 


tradition and thereby adjust efficiently to higher fuel prices. 


Perceptions. There is also a common belief that energy and eco- 
nomic growth are tied together by an iron link. Although energy use and 
GNP show considerable variation, belief that the energy/GNP ratio is 
constant undoubtedly leads to considerable reluctance to adopt energy 
conservation measures. Between 1950 and 1973, overall energy produc- 
tivity (as measured by the ratio of energy use to GNP) increased by only 
0.2 percent per year. Between 1973 and 1980, however, this productivity 
measure improved by 1.8 percent per year. 16>1/7 These results suggest 


that economic growth does not require comparable energy growth. +! 


A related obstacle is the belief that conservation means doing 
without. This is a difficult barrier to overcome because future pat- 


terns of energy use will involve some behavioral changes, depending on 
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3. THE ROLE OF GOVERNMENT IN IMPROVING ENERGY EFFICIENCY 


Government actions are needed to overcome the barriers discussed. 
earlier and speed the transition to an era of higher energy efficiency. 
These government actions can take a variety of forms: 


Fuel pricing policies and practices 
Information and education 


Energy efficiency standards and regulations 

Financial incentives for energy-efficient systems 

Research, development, and demonstration 

Contingency planning 

Example setting. 
Prices. The most important policy that the Federal government can 
employ to encourage greater energy efficiency concerns fuel pricing. 2? °2 
Historical policies continue to keep fuel prices below replacement 
costs. For example, the average residential price of natural gas in 
Minnesota was about $3 per million Btu in late 1979. However, the price 
of gas imported from Canada was more than 50% higher. Because house- 
holds pay the average price and not the marginal price, they underinvest 


in conservation measures. The same is true for electricity users, who 


generally pay average rather than marginal costs. 


The 1978 National Energy Act began the process of deregulating 
natural gas prices and modifying electric utility rate structures.¢/°8 
The President's order to decontrol oil prices will also help align fuel 
prices with fuel costs.©° However, even with these actions, fuel prices 
will still not reflect their full social costs. The foreign policy and 
national security implications of continued dependence on OPEC oil and 


the adverse environmental effects of energy production and conversion 


are not yet part of the direct price that consumers pay for fuels. 
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Information. Considerable governinent attention is devoted to 


dissemination of information related to energy conservation options 


~ 
~ 


(e.g., the Energy Extension Service and the State Energy Conservation —> 


Program). Workshops, onsite audits, seminars, telephone hotlines, sas 
movies, filmstrips, and publications are used to inform consumers about 
their energy-related choices (Exhibit 6). These activities provide 
reliable information on the cost’s and performance of conservation alter- 


natives that is credible to decision-makers in each sector. 


Government information and education programs generally yield i 
substantial benefits. Federal sponsorship of such activities can elimi- al 
nate the need for hundreds of fuel suppliers, state energy offices, ; 
other government agencies, and private firms to develop their own ad hoc 
information programs. This economy of scale also allows the federal 
government to provide relevant technical assistance to support these 


information programs (Exhibit 7). 


Federal legislation requires that all new cars have labels showing 
their fuel economy rating. Most residential appliances also have energy 
efficiency labels. To the extent that conservation actions are inhi- 
bited by lack of information, these labels should influence conservation 


investments. 


The national district heating program offers small grants and tech- 
nical assistance to cities to identify and assess potential energy con- 
servation projects. This is an effective and well-received technique 


for transferring research results to municipalities. ’> 
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Exhibit 6 
DOE'S LOW COST/NO COST ENERGY CONSERVATION PROGRAM 


The Low Cost/No Cost Program was developed by the Department of Energy to inform households 
in New England about 11 inexpensive actions they could take to cut their home energy bills. The 
program was aimed at the six New England states-- Massachusetts, Vermont, Connecticut, Rhode 
Island, Maine, New Hampshire-- because of the region's heavy dependence on foreign oil. 


During November 1979, DOE mailed a water flow restrictor and a booklet describing the con- 
servation measures to each of the 4.5 million households in New England. In addition, DOE spon- 
sored an advertising campaign including television, radio, and print media. Finally, DOE 
arranged for public awareness activities including press conferences with New England governors, 
newspaper articles and editorials, and radio public affairs talk shows. 


According to an evaluation conducted by Booz, Allen and Hamilton,11 the program was a 
remarkable success. Telephone surveys with a sample of New England households and a control 
group of households in upstate New York showed that the program encouraged.many New England 
households to adopt one or more of the 11 recommended measures. In particular, 29% of the New 
England households installed the water flow control device after the program began. By com- 
parison, only 2% of the New York households installed such devices during this period. Similar 
positive (and statistically significant) results were also obtained for two other measures: 
checking for gaps around the fireplace and improving furnace efficiency. 


Based on the savings for these three measures alone, DOE estimated a reduction in fuel 
bills for New England households of $69 million a year ($345 million over a five-year period). 
The estimated energy saving is equivalent to 2.6 million barrels of oil a year, of which more 
than 60% is a direct reduction in oi] use. Roughly speaking, every dollar spent on this program 
yielded a saving of about $20 in reduced fuel bills. 


COMPARISON OF REPORTED CONSERVATION ACTIONS 
OF HOUSEHOLDS: IN NEW ENGLAND AND NEW YORK 


SHOWER FLOW CHECK FOR FURNACE EFFICIENCY 
CONTROL DEVICE ADJUSTMENTS 


NEW NEW NEW 
ENGLAND ENGLAND ENGLAND 


KEY: 

GMM COMPLETED ACTION AFTER LC/NC PROGRAM BEGAN 
ESSS9 ELIGIBLE, BUT DID NOT COMPLETE ACTION 

| COMPLETED ACTION BEFORE LC/NC PROGRAM BEGAN 
[NOT ELIGIBLE - DID’ NOT HAVE A WORKING DEVICE 
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Exhibit 7 


THE RCS MODEL ENERGY AUDIT: AN EXAMPLE OF EFFECTIVE TECHNICAL ASSISTANCE 


A model residential energy audit inspection and calculation procedure, 44 plus 
instruction materials to train auditors,4> were developed by DOE for the Residential 
Conservation Service. The RCS, part of the National Energy Conservation Policy Act , 34 
requires large utilities to provide energy audits to their customers. There are no other 
audit procedures or training materials in the public domain that are appropriate for use 
in the RCS. 


The model audit is a technical assistance aid that can be voluntarily used in whole 
or part by any state, utility, or consulting firm. The audit provides a benchinark that 
privately developed procedures can be measured against, and demonstrates the feasibility 


of providing detailed energy saving estimates with a low-cost procedure. si" 


The model audit was developed to meet requirements of simplicity, cost-effectiveness, 


and technical accuracy. The procedure is self-contained and can be effectively used 
without computers or instrumentation. This is important to small utilities with limited 


resources. The procedure can be mastered by a high school graduate, but two years of | fz 


post-high school education is preferred. Approximately three weeks of special training is 
required. 


The audit materials are sufficiently flexible that individual utilities can adapt it 
to their special needs. For example, some utilities have good conservation programs that 
do not cover all the RCS program measures. These utilities have been able to retain their 


existing audit procedures and adapt the model audit to cover the program measures that are 


new to them. Large utilities with extensive computer capability prefer to computerize 
their audit calculations; many of them computerized the RCS model audit. 


The model materials were extensively tested by cooperating utilities across the 
country. The testing program revealed some minor errors that were corrected, but 
generally validated the accuracy and workability of the model audit in all sections of the 
country. 


The model audit represents an enormous economy of scale. A procedure useful anywhere 
in the country was developed by DOE. Hundreds of utilities are including the procedure in 
whole or part in their RCS implementation. Had this technical assistance not been 
available, many utilities would have hired consulting firms to develop ad hoc audit proce- 
dures, substantially increasing the total cost of the program. 


ee 
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Efficiency standards. The federal government is implementing mini- 
mum efficiency standards for various energy-using systems. Such stan- 
dards are needed in exceptional cases where chronic market failures 
occur. Standards are now in place (as part of the 1975 Energy Policy 
and Conservation Act) for new-car fuel economy (Exhibit g) 76 The stan- 
dards require that each manufacturer reach minimum corporate averages of 


27.5 mi/gal in 1985, compared to 14 mi/gal in 1973. 


Other standards deal with thermal performance of new buildings 
(both residential and nonresidential) and energy efficiency of new resi- 
dential appliances. The California Energy Commission estimated that 
their appliance efficiency standards will_cut fuel bills for California 
consumers by $250 million in 1995,7748 These standards are par- 
ticularly important because so many of the decisions on which heating 
Systems and appliances to install are made by builders and not by 


building occupants. “2 


In addition to the direct consumer benefits of lower operating 
costs, these standards can reduce the adverse economic and employment 
effects of foreign competition. Ensuring that domestic equipment and 
appliances incorporate technical improvements to save energy makes them 


30 Because the standards are 


more competitive with imports. 
“performance” rather than "prescriptive," they encourage innovation and 


competition. 


Financial incentives. Financial incentives are needed where the 
market responds slowly or where market responses are biased against 


energy efficiency because prices are below the social costs of energy 
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Between 1978 and 1979 and again between 1979 and 1980, U.S. gasoline consumption 4 
declined.18 These declines were due to a combination of; higher 9050130 sSAgeies Mee 
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shortages during the summer of 1979, and a single government program-- the Corporate — 
Average Fuel Economy (CAFE) standards. The CAFE standards were established by the 
1975 Energy Policy and Conservation Act. The standards began at 18 mpg in 1978 and — 
increase to 27.5 mpg in 1985. a Pon whats 


A recent econometric analysis estimated the energy-saving impact of the CAFE s«d 
standards.o! The major assumption in this analysis is that the domestic auto manu- i) es 
facturers would not have raised average fuel economy of new cars beyond the 1977 ~ eth 
level until 1982. This assumption is supported by the relative price stability tS 
(indeed some declines in price) for gasoline after the 1973 oi] embargo, consumer “a 
demand during that time for large cars, and published statements of auto manufacturer 
representatives. °¢ ; C 3 sh DhYsbne te went 


The analysis shows that the CAFE standards reduced gasoline ancy ee rk Ato¢ 
thousand bbl/day in 1978, 130 thousand bbl/day in 1979, and 230 thousand bbl/day in ; 
1980. (These savings are roughly half the reductions in oil imports from Iran for 


In addition to the direct economic benefits to automobile purchasers and users, — } 
society aS a whole benefits. Reduced oi] consumption is translated into lower oi] it? 1 a 
imports, which has obvious benefits in terms of foreign policy and balance-of- i 
payments. If the social oil import premium is $10/bb1, then the value to society of 
the 1980 savings alone equals about $840 million. ; 


These results suggest that the government. standards created a stable environment 
in which the auto manufacturers could operate. Without that stability, the volatil- 
ity of gasoline prices and gasoline availability during the past several years would 
have led to increased U.S. oi] consumption, greater reliance on oil imports, addi- 
tional balance-of-payments deficits, and even greater competition from foreign auto- 
mobile manufacturers. ITS 
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(Exhibit 9). The 1978 Energy Tax Act created a 15% federal income tax 
credit for home energy conservation expenditures and a 10% tax credit 
for business conservation investments. The federal government also has 
a weatherization assistance program, which provides energy audits and 
retrofit services for homes occupied by low-income households. The 1978 
National Energy Conservation Policy Act created a grants program to con- 
duct audits and retrofit institutional buildings such as schools and 
hospitals, buildings owned by local governments, and public care insti- 
tutions.°4 The authorization for this program included $900 million of 
federal funds to be matched 50:50 by state and local contributions 
(Exhibit 3). 


Research. In addition to these programs aimed at improving energy 
efficiency in the short-term, the federal government sponsors a variety 
of research programs to produce long-term improvements in energy-using 


systems.24 


This research focuses on options that are risky and have 
large potential national benefits. These include basic research on com- 
bustion and materials to improve industrial processes, advanced automo- 
tive engines, and the thermal performance of various building materials. 
Such fundamental research on problems related to energy conservation can 
provide valuable knowledge on which improved product and system design 
can be based. This research ensures that new energy conservation oppor- 


tunities will continue to develop (i.e., that conservation is not a 


"one-shot" venture). 


In addition, the federal government sponsors (and cofunds with 


industry) applied research projects. These are designed to test and 


Exhibit 9 


TVA'S HOME INSULATION PROGRAM a GROW ; rae: 


The Tennessee Valley Authority (TVA) began its Home Insulation Program (HIP) in 
1977.93 The program provides free onsite inspections of residential dwellings and | 
no-interest loans to finance approved weatherization measures; the loan is repaid on 

a monthly basis through the customer's electric bill. After weatherization measures — 
are installed (either by an approved contractor or by the household), the TVA energy t 
advisor inspects the work to make sure that it meets TVA's specifications. 26 +p Ron thd 


An independent evaluation of the HIP was conducted in 1980.13 The evaluation A 
team obtained monthly electricity consumption records for a sample of homes that par- | — 
ticipated in the initial phase of the program. These households had all obtained 
loans to install attic insulation in their homes. Electricity use data were ~ 
available for each home froin October 1976 through May 1979, a period long enough to 
provide a full heating season before retrofit plus a full heating season after per os 
fit. In addition, data were collected on heating and cooling degree days for each, 
utility district. 


These data were used in a detailed statistical analysis. The results of that 
analysis demonstrated that participating households cut their electricity consumption 
for space heating by an average of 2200 kWh, a 20% reduction. Use of electricty for 
air conditioning was cut by an average of 500 kWh, a 15% reduction. Thus, the typi- 
cal participating household cut consumption by about 2700 kWh because of the TVA 
program. The average investment (about $300 per participant) is repaid within four 
years through reduced electricity bills. As electricity prices continue to rise, 
this payback period gets shorter and shorter. 


1% 


Based on this evaluation, TVA estimates that the HIP will save 2.5 billion kWh 
in 1987 and defer the need for more than 1000 MW of new power plants.23 From the 
perspective of TVA and its ratepayers in general, the HIP is an attractive program 
because the cost of conserved electricity is only about half the cost of constructing 
new power plants. Thus, the program will help TVA hold down electricity rates for 
all its customers. 


These very positive results suggest that the home energy services now offered by 
utilities throughout the country, as part of the federal Residential Conservation 
Service, will yield benefits both to program participants and to society in general. 
Participants receive services that help them cut their fuel bills. Society (utility 
ratepayers in this case) benefits because the cost of conserved energy is less than 
the cost of increasing supplies (e.g., new power plants). 
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demonstrate new and emerging technologies, and to reduce uncertainties 


over cost and performance that inhibit commercialization. Such research 
includes work on efficient residential appliances and heating equipment, 
improved insulating materials for building and industrial applications, 

diagnostic equipment to measure heat losses from buildings, alternative 

automobile engines, and heat recovery and cogeneration equipment for 


industrial plants (Exhibits 10 and Hyer sot 


Many industrial R&D projects are likely to yield direct benefits 
Aa the federal treasury in terms of increased tax revenues. °¢ This 
occurs because fuel bill reductions increase corporate income taxes. 
For example, the DOE project on ceramic waste heat. recuperators is esti- 
mated to cut industrial energy use by 60 trillion Btu in 1985. The 


reduction in annual fuel costs of $360 million will increase tax reve- 


nues by $144 million a year. By comparison, the total federal cost of 


this project was less than $3 million.°? 


Government research provides a hedge against the uncertainties of 
future increases in fuel prices (Exhibits 11 and 12), against increased 


competition from foreign manufacturers, and against uncertainties over 


_ R&D activities of private companies. Such research is particularly 


effective when it is cost-shared with private firms that might ultima- 


tely manufacture and market the improved technologies (Exhibit 10). 


Not all research is devoted to development of new technologies. 
Considerable effort is aimed at developing improved systems (for 


example, better use of daylight for lighting within buildings and 
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Exhibit 10 
HEAT PUMP WATER HEATERS: A NEW TECHNOLOGY 


The Department of Energy sponsors and cost-shares a variety of R&D projects related to 
high-efficiency technologies. These projects are designed to improve performance of energy- 
using systems, lower their initial costs, and reduce uncertainties about both costs and perfor- 
mance for manufacturers and consumers. 


The heat pump water heater is a new technology developed by private industry with govern- 
ment funds.2> The system reduces the amount of electricity needed for water heating by up to 
one-half. The extra cost relative to a conventional electric water heater is about $600, which 
is repaid in one to four years (depending on hot water use and local electricity prices). The 
system is basically a room air conditioner with a conventional hot water storage tank. The unit 
extracts heat from the surrounding air and "pumps" it into the hot water. 


As a direct result of a competitive procurement issued by DOE, about $700 thousand were 
spent on development and testing of the heat pump water heater during the past four years. In 
addition to extensive laboratory tests, DOE is field-testing 100 units in cooperation with 20 
electric utilities throughout the country. 


The information obtained from these laboratory tests and field demonstrations was suf - 
ficient to induce four companies to produce and market heat pump water heaters. Fedders, a 
major manufacturer of refrigeration equipment, publicly stated that their decision to enter the 
heat pump water heater market was due primarily to the published results of DOE efforts to 
reduce uncertainties about this new technology. 


The units are likely to be widely accepted by consumers because of their relatively low 
cost (e.g., they save about as much energy as do solar water heaters at one-third the installed 
cost), rapid payback, and compatibility with existing systems. The heat pump sits on top of the 
conventional water heater; therefore the entire unit takes up no more floorspace (and requires 
no additional wiring or plumbing) than does a conventional electric water heater. 


Exhibit 11 


INDUSTRIAL LOW-TEMPERATURE HEAT UTILIZATION: AN EXAMPLE OF GENERIC ENERGY 
CONSERVATION RESEARCH APPROPRIATE FOR GOVERNMENT SUPPORT 


Almost all the energy used by industry eventually is dissipated to the atmosphere at 
temperatures too low for current economic recovery. Depending on the particular industry, 
the effluent temperature can range from several hundred degrees down to just a few degrees 
warmer than ambient air. There are two ways to use this low-temperature heat. One is to 
transport a working fluid Carrying the heat from where it is released to another location 
where it can be used. The other jis to raise the temperature of the working fluid to a 
more useful level with a "heat pump." 


The quantity of energy represented by this low-temperature heat is enormous - enough 
to heat all the buildings in the U.S. if it could be effectively used. The problems of 
utilization, however, are not trivial: users must be matched with suppliers, large capi- 
tal investments are required for the recovery and transmission equipment, economics depend 
on long-term fuel costs and on the cost and performance of the equipment. 


Development of systems to use this waste heat efficiently and economically requires 
long-term commitments to research in materials, mechanical fabrication, systems integra- 
tion, and financing mechanisms. Because these systems cut across many industries and a 
variety of potential users, such research does not have a logical and identifiable non- 
government sponsor. Because the economics are unattractive in the short-term, little pri- 
vately sponsored research is in process. However, such research will become profitable as 
fuel prices continue to increase. Also, the social benefits from reducing growth in 
demand for high-cost incremental fuels (e.g., importéd oi] and gas, synfuels) enhance the 
value of such research. This is an area of high potential but high risk R&D where govern- 
ment sponsorship is warranted. 


DOE is actively supporting R&D of the type discussed.57,62 One such example is the 
Open Cycle Vapor Compression Heat Pump. This device will convert water at 150°F into 
Steam at 250°F at the rate of 25,000 pounds per hour. Conventionally, this steam produc- 
tion would require combustion of 35 million Btu per hour of fossil fuel in an industrial 
boiler. With the heat pump, only 10 million Btu of electrical energy will be required to 
Produce the steam. Until average fossil fuel prices increase to current replacement costs 
and until volume production cost levels are achieved, this heat pump will be uneconomical. 
Thus, there is presently no private incentive for its development. However, the potential 
energy savings from successful development of this device would displace high-cost mar- 
ginal fuels such as imported oil and therefore would be attractive from a national 
viewpoint. 


Exhibit 12 
THE ANNUAL CYCLE ENERGY SYSTEM: FEDERAL R&D AS AN INSURANCE POLICY 


The Annual Cycle Energy System (ACES) has been under development by DOE since 1975.58 ACES 
provides space heating, air conditioning, and water heating for residences and commercial — 
buildings. An electric heat pump extracts energy from water stored in an underground tank 
during the winter. As energy is extracted, the water freezes, the stored ice provides summer 
air conditioning. Thus, the system yields the energy efficiency of heat pumps plus the inter 
seasonal storage of the underground water/ice tank. wphere ; 
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ACES yields two important benefits. First, it uses much less energy for heating, water 
heating, and air conditioning than do conventional systems. For example, field tests near 
Knoxville, Tennessee showed that the house with ACES used 60% less energy than a conventional 
all-electric house, 40% less than a house with a conventional heat pump, and 20% less than a 
solar-heated house. Second, the energy storage capacity of the water/ice tank substantially © 
reduces peak demands for electric utilities in both winter and summer. In particular, ice for — 
air conditioning can be made and stored at night (during off-peak periods) during the summer. 
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* i ¢ 
However, ACES is exceeded only by active solar systems in the initial costs for procu nt 
and installation. Because of its large energy savings, ACES operating costs are low and over 
the lifetime of the system ACES may be economically competitive with conventional alternatives | 
at electricity prices higher than about 5 ¢/kWh. Because most homeowners are strongly = 
influenced by initial purchase price, ACES is not likely to be widely installed under present _ 
conditions. As additional DOE research reduces thé initial cost of ACES, as electricity prices 
increase, and as electricity rate structures more closely reflect electricity costs (in par- — 
ticular time-of-day rates), ACES will become increasingly attractive. 


Therefore, DOE's investment in ACES can be viewed as an insurance policy. Under present — 
economic conditions, ACES will not save much money; therefore, private firms are unlikely to ~~ 
invest in the R&D needed to develop ACES. However, when prices increase and rate structures are | 
modified, ACES will be readily available for "off-the-shelf" adoption by private builders. At 
that time, the very high-efficiency characteristics of ACES will be quite important. 
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ency Tanning. | Only government can take the ead in deve- 
Plans to cope with major supply disruptions (e.g., programs to 


Nas sive implenentat ion of low-cost but under-adopted conservation 
, eee 

es sina crisis). Government plans also involve ways to reduce the 
kel ihood of such disruptions.°° In response to the 1979 Emergency 


 £3_wuems, 
ner a Conservation Act, DOE is providing technical assistance to state 


nerg ‘offices. to help them develop state plans to cope with energy 
M eer 2712 a ; 
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Example eet ing. There is considerable symbolic value to govern- 
en actions. Our government demonstrates what is important to the 

nati on by what it does. Thus, programs to improve the energy efficiency 
of government Operations (e.g., the Federal Energy Management Program?) 


have value far beyond their direct energy and dollar savings. 


ed 
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Combined benefits of DOE conservation programs. A recent study 
tet |aated the ey energy savings of the current DOE energy conser- 


“vation programs” (see also Exhibit 13). As shown in the table below, 

% Bele programs are estimated to reduce annual energy use by 2.7 Quads in 

1986 and 13.3 Quads in 2000. It is important ca note that these energy 
~ savings are in addition to those that will occur through the normal 

1 operat ions of the market system. The estimated oil savings amount to 

300 thousand bb1/day in 1985 and almost three million bbl/day in 2000. 


| _ The incremental social value (at $10/bb1) of the 1985 savings due to DOE 


76-703 0 - 81 - 26 (6b) 
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Exhibit 13 


ESTIMATED BENEFITS OF GOVERNMENT PROGRAMS: THE RESIDENTIAL SECTOR 


The federal government has several programs underway to improve efficiency of energy use in 
the nation's homes. These include the Energy Extension Service, State Energy Conservaton 
Program, Residential Conservation Service, Low-Income Weatherization Assistance Program, 
appliance efficiency labels, Residential Energy Conservation Tax Credit, proposed buildings 
energy performance standards, proposed appliance efficiency performance standards, and many R&D 
projects designed to spur commercialization of improved technologies for new construction, 
appliances, and equipment and for retrofit of existing homes. 


The graph below, based on computer analysis at Oak Ridge National Laboratory,°»67 shows how 
the energy savings - due to government regulations, financial incentives, and information 
programs; and to government development of new technologies -increase over time. Energy savings 
from government programs increase rapidly through the early 1980's and then only slightly from 
1985 to 2000. Research benefits, on the other hand, grow slowly at first, but then in the 1990's 
grow much more rapidly. 


The energy savings shown also yield large economic benefits to households. Between now and 
the year 2000, fuel bills are reduced because of these government activities by about $41 
billion. On the other hand, the higher cost of more efficient equipment and structures amounts 
to $22 billion. Thus, the net benefit to households is $19 billion, with an overall 
benefit/cost ratio of almost two. The nation saves energy and consumers save money. 


In addition to these direct benefits, society*also gains additional employment .68 Although 
jobs are lost in the energy supply industries; additional jobs become available in the construc- 
tion industries, in equipment and appliance manufacture, and in the economy as a whole as a 
result of the respending effect (i.e., the money saved by households due to these conservation 
programs is spent on other goods and services, which increases employment). Annual increases in 
employment reach a few hundred thousand jobs per year by the end of the century because of these 
programs. 


Te See aS 
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RESIDENTIAL ENERGY SAVINGS (QUADS/ YEAR) 


CO b- 
4975 1980 4985 4990 4995 2000 
Estimated energy savings in the residential sector due to implementation of federal 


conservation programs (the National Energy Act, NEA) and government development of 
new technologies. 


s is more than $1 billion. The present worth (at a real interest 
: " of the of1 Savings between 1981 and 2000 for these concer 
programs is $50 billion. This economic benefit is in addition to 
parse hTeved by energy consumers themselves (about $400 billion 
“1980 and 20003). It is a lower limit on the incremental social 


it of these programs because it includes only the value of oil use 


ie 


eC an> _ Expected impacts of current DOE_conservation programs 
Sa . on energy and oil savings (Quads)@ 


Sr 


Energy Savings Oil Savings 
1985 708 1985 7800 


ayn 


ident ial /commercial 


Re 1.4 AST 0.2 0.4 
Industrial 1.0 5.7 0.1 +3 
Transportation ; 0.2 1.5 0.2 2.8 
Utilities 0.0 0.0 0.1 0.1 
Cross-Sectoral> 0.1 1.4 O.b BRIO 7 
Aggregate Savings 2.7 ases at 5.3 
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These incremental impacts are measured with respect to baseline energy use pro- 
gections (86 Quads in 1985 and 107 Quads in 2000) which reflect existing 
legislation as of January 1980 (e.g., tax credits, corporate average fuel eco- 
nomy standards, phased decontrol of oil, and phased deregulation of natural gas). 


‘The savings shown are associated only with the Community Systems and Energy 

_ Storage Programs. No estimates have been calculated for the following programs: 
_ Municipal Waste, Non-Utility Storage, Energy Extension Service, State Energy 

_ Lonservation Program, Appropriate Technology, Energy Conversion and Utilization 
_ Technology, Energy Related Inventions Program. 
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4. CONCLUSIONS 


Many options exist to sharply reduce energy use in all sectors of 
the U.S. economy. These options are of two kinds: technical improve- 
ments. to nine Gis structures, and transportation vehicles; and opera- 
tional changes for existing systems. The first generally involves an 
increase in the capital cost of the system. Fortunately, the reduction 


in annual fuel bills because of higher efficiency will generally repay 


this investment within a few years. 


_ 
a 


The operational changes associated with improved energy efficiency 
are usually minor with respect to lifestyle changes. They involve small 
changes in temperature settings for space heating and air conditioning 
systems in buildings, greater attention to operation and maintenance 
practices in industrial operations, and more human ingenuity in general. 
These small changes often yield surprisingly large energy and dollar 


Savings. 


To a large extent, conservation actions will occur through the nor- 
mal workings of the marketplace, spurred by recent and likely future 
increases in fuel prices. However, a number of obstacles to an energy- 
efficient society exist; therefore, government programs are needed to 
ensure that the essential benefits of energy conservation are achieved. 
Evaluations of a few government conservation programs and analyses of 
likely future effects of these programs suggest that they are having, 
and will continue to have, substantial benefits related to energy con- 


servation, the costs of energy services, and oil imports. 
> 
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i consumers will Vonears iy take additional steps to 
2a se energy efficiency. This will reduce the energy savings due to 
government programs, but it will only slightly affect their dollar bene- 


its. Shia the need for and value of government programs may not be 


etic ariy sensitive to changes in future fuel prices. 


Another way to view these government programs is as a "hedge" 
against uncertainty. The future course of fuel prices, OPEC actions, 
discoveries of additional oi] and gas, and performance and cost of 
emerging energy technologies are all uncertain. Investing in conser- 
vation - through outreach, financial incentives, standards, regulations, 
| and research and development - represents an important national 
b a 

&. 


likely to be quite large. 


‘insurance policy, one whose premiums are small and whose payoff is 


7 
js 
ae. 


‘ All this suggests that improved efficiency of energy use can - and 

| will - play a major role in resolving our nation's energy problems. 

| = conservation saves energy and money, reduces the amount of pollu- 
tion generated, reduces oi] imports and our dependence on foreign sources, 
| and buys time during which to develop alternative sources of energy that 

| are environmentally benign, abundant, and socially acceptable. No small 


accomplishment! 
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TESTIMONY 
Before the 


Interior Subcommittee 
of the 
Appropriations Committee 
of the 
United States House of Representatives 
Grant P. Thompson 
The Conservation Foundation 
Washington, D.C. 
April 8, 1981 
Good afternoon. My name is Grant P. Thompson. I ama 
Senior Associate at The Conservation Foundation, a not-for-profit e ; 
research and public education organization located in Washington, 
D.C. The Foundation does not lobby, but, upon invitation, we 
share the results of our policy research with interested members 
of the public and with Congress. It is in that capacity that I 
am happy to appear in front of the Subcommittee today. 
The topic I would like to address is the role of the federal a 
government in improving the energy efficiency of the American 
economy and its components. At the Foundation, we have studied 


both the buildings sector and the energy conservation field 


generally. I have written on the subject in a book entitled 


Building to Save Energy, as a co-author of Energy and the Social 
Sciences and of Energy: The Next Twenty Years, and I am 


currently writing a book on the role that energy pricing can play 
in facing our energy problems. In addition, I serve as a member 
of the Department of Energy's Energy Research Advisory Board, 
where I am Vice-Chairman of the Energy Conservation Panel, and as 
a member of Secretary Edward's Energy Policy Task Force. It is 
this research and study that forms the basis of my conclusions 


today. 


ig it s . . * 
_ Energy conservation has been one of the dazzling success 


tories of the decade, simultaneously proving that economic 


heory is correct -- people do react to higher prices -- while 


aving the nation from the ever-increasing burden of 


oil 


mports.— The figures demonstrating conservation's successes are 


now commonplace: gasoline consumption peaked in 1979 and started 


a downward trend that many believe will be permanent; industrial 


production rose twelve percent during the decade while 


~~ 


industrial 
energy consumption declined more than fifteen percent; 


slectricity growth rates moved sharply down from their historic 


rate of seven percent per year to less than one percent per 


fear. To be sure, efficiency improvements were not the only 


reasons for these changes: a slowed economy may have accounted 


For about half of the industrial change, and curtailments or 


= 
» 


hardships explain at least a part of the savings in the other 


CPT EN ee PT Te 


sectors. But the long term trend is clear. Even in the 
relatively short run Americans, once castigated as the world's 


| most profligate energy users, have in fact become significantly 


| more efficient in how they use energy in all forms. 


By conservation, I mean investments and changes in behavior 


| that promote economic efficiency in the use of inputs. The Ford 


| Foundation Sponsored study, Energy: The Next Twenty Years 


| (Landsberg, ed., Cambridge, MA: Ballinger Publishing Co., 1979, 


}P- 115) defined the term in a way I accept: 


We mean by conservation those energy-saving 
investments, operating decisions, and changes in the 
goods and services that we buy and use that save money 
Over the life of energy-consuming products. Money can 
be saved by substituting intelligence, prudence, 
Maintenance, better equipment, or different equipment 


for purchased energy; the substitution should be made | 
up to the point where the cost of not using the energy | 
is equal to the cost of the energy saved. 29 30a 


‘The policy choices that face this country today in the 


energy field are puzzling indeed. We can accept this definition ~ 
of conservation as being essentially an economic issue, but still 
be uncertain whether economic forces, acting alone, will be 
enough to bring about the desired results for the country as a 
whole. The overall thrust of the current Administtatten's energy | 
policy is one that we applaud. The Foundation has long publicly ’ 
stated that we believe there are benefits to the Nation and to us 
all that flow from letting consumers feel the full price of the 
energy they use. Only by letting prices rise to their 
replacement level can intelligent and economically efficient 
choices be made by all of us. We were early supporters of 
decontrol of oil prices, and we believe that similar actions for 
natural gas would benefit the nation. In improving energy 
efficiency, the role of rising energy prices is beyond 
question. No responsible analyst now believes that we could have 
saved as much energy as we have in the past decade if energy 
prices had remained at their historic low levels. Therefore, we 
believe that until the market begins to work in the energy 
sector, true conservation -- that is, energy efficiency improve- 
ments that pay for themselves in future costs avoided -- will be 
less than it should be. 

But to embrace the "free market" theory of energy is not to 
exhaust the question. There are many places in which the market, 
working alone, cannot and will not bring forth the proper amount 


of energy conservation. . 


oo 


Sia | 9 of fT yeh ees | + F tates 

“I hope the Committee will excuse me pe me start with a short 
=f ms Me gies 4 ; 

“of some basic economics. I do this because my observation ~ 

been that there is less understanding of the issues than the 


ti oe Ext t ate YF, eh "free market in energy" would 


es. necessary. ieickee demand that there be many 
By ers and sellers, a free flow of information, and sO on. When 
hese conditions prevail, we have a system in which producers of 
good. are rewarded for production of just enough product, while 
sonsumers receive just as much as they are willing to pay for. | 
' Recall further that even in the most classic economics text- 
Dooks of any school -- Keynesian, Chicago, or otherwise -- there 
are many desirable goods or services that the market will not 
provide, even when it operates smoothly. For example, it has 
long been understood that research and development will. be 
relatively underfunded if left to the market. Similarly, 
eettict and information services will be underfunded. The 

| environment, worker health and safety, and aesthetics will be 


| slightes by a purely market-driven system. 


ws Finally, recall the most important pre-condition of a market 


- 
> ie 
t 


} System: that the buyers and the sellers "communicate" clearly 
| and unambiguously with one another through the mechanism of the 
price the buyer offers and the sellers receives. If that price 
Signal is muffled, distorted, or shifted, whether by monopoly 


| behavior, regulation, price control, or otherwise, market 


economics, with its. undoubted benefits to individuals and. to the 
country, is not operating. Instead, we have a non-market, non- | 
price system in effect. de oe 
In my opinion, there has been great confusion in the news- | 
papers and elsewhere about whether or not we have a market system 
in energy under the proposals of the present Administration. Let | 
us look at some of the pre-conditions and see whether they exist. | 
Will decontrol and deregulation bring a market clearing _ ae 
price? Many appear to believe that. the President's actions in, 
speeding up the decontrol of crude oil together with the accel- 
erated deregulation of natural gas that has been hinted at will 
solve the problem. But it is not so easy. To be sure, we are — 
now beginning to approach something like a market determined 
price in oil. But in natural gas, even speeding up the deregu- 
lation schedule for new gas controlled under the Natural Gas 
Policy Act of 1978 would leave all of the old gas (some three- 
quarters of the volume aac hen to be flowing in pipelines in 
1985) selling at 1978 prices. For natural gas, under most esti- 
mates, it will be into the decade of the 1990s before we really 
approach a market clearing price. In the meantime, we will have 
used almost fifteen years worth of time, time during which we 
could. have been making conservation investments in the face of 
the true replacement costs of natural gas. Similarly, for elec- 
tricity, nowhere in this country is it sold to all consumers at 
anywhere approaching its replacement cost. The effects of these 
prices set by non-market forces are not trivial. In the nation's 


homes, for example, natural gas and electricity account for the 


"a Tp sae 
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vast majority of energy consumed. Thus, even under the Adminis- 
tration's decontrol and deregulation plans, one of the essential 
pre-conditions for a free market will not exist. 

Will we have enough research and development? There are 
many sectors of the American economy where technological develop- 
ments take place extremely quickly. Our computer industry and 
our telecommunications industry, for example, both devote high 
percentages of their revenues to research and development. They 
do not need government-sponsored R&D. But the housing industry 
is fragmented, under-capitalized, not the subject of intense 
study in dozens of major universities, and relatively cautious 
about innovations. Is it likely that the builders, suffering 
from years of recession and high interest rates can support the 
major research and development program that is needed if we are 
to build a nation of energy efficient homes, not a nation of 
Silent gas-guzzlers? I think not. The commercial sector of our 
economy is characterized by millions of mom-and-pop stores, small 
offices, and backlot cottage industries hoping to become major 
industries someday. Are these struggling entrepreneurs likely to 
divert their attention and scarce resources away from what they 
know to the technical subject of energy conservation R&D in their 
industry? I think not. New office buildings are characteristic- 
ally built "on speculation” with every party interested in 
reaping the advantages of quick, conventional construction to 
harvest the many cash flow and tax advantages that a successful 
commercial building can provide. Is this an industry that is 


likely to let its attention wander from the five year horizon of 


76-703 0 - 81 = 27 (6b) 


complex finance deals into the thirty year horizon of life-cycle 


cost accounting? I think not. . eye . e*notis33 


basta 


Thus it seems imperative that the federal government. 


continue a high level of research and development activity in the 
7 : mes 
energy field. I believe that the arguments for government = = § 


cx * 


_involvement in the energy conservation side of the question are 9 


even more compelling than they are on the supply side. Conser- = 


vation is not a monolithic solution to the energy problem; rather — 


it is a diffused system of many small and medium scale contribu- > 
tions to greater efficiency. By the nature of the scale of these — 
solutions; it is hard for single firms to capture the benefits of ~ 
the research and development. Often these developments do not  ~— 
clearly return the reward to the single entrepreneur. ‘Because of.” 
their scale, they are hard to obtain funding to accomplish. «= © 
Consider for example the research that needs to take place in the 
buildings sector. Important parts of the conservation potential 
in buildings comes not from products but from improved designs of ~ 
buildings, designs that take into account the heat flows within a. 
building and the contribution that site planning and placement 

can make for passive heating and cooling. Yet such innovations 
cannot be protectd through the patent system. Nor is the govern- 
ment's beneficial effect on private R&D to be ignored. Consider, 
for example, DOE's success in stimulating research and product 
commercialization for the humble light bulb. The light bulb 
industry is heavily concentrated; DOE's work .in supporting the 
development of the so-called LITEK high-efficiency light bulb 
hastened the commercial introduction of more efficient bulbs by 


manufacturers. 
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There is a great deal of hardware development work that must 
take place in energy conservation. Many people believe that 
building energy conservation is a one-time affair: "If we could 
only insulate all the buildings, then the work would be done, and 
we could turn our attention back to production." But of course 
this is not correct. As energy prices continue to rise, there 
will be increasing opportunity for new hardware developments to 
come forward to rebalance the costs between consumption and 
capital expenditure. We might cite a few examples to make this 
point clearer. At the present price of energy, it makes economic 
sense for most homeowners to add insulation. But as prices rise, 
adding even more insulation would make sense. Yet in existing 
homes at least, there are physical limits to the amount of 
material that can be inserted between the walls or above the 
ceiling. But if there were developed super-insulating materials 
Or materials that could be added to the inside walls of houses, 
the opportunities for further energy savings would not stop with 
present technology. 

Developments as unsuspected now as microwave ovens were 
twenty years ago may help save massive amounts of energy in the 
future. Although most of this development should and will go on 
in the private sector, there is room for at least some publicly 
Supported conservation hardware research. If it makes sense to 
use hardware R&D to support nuclear, coal, and other supply-side 
Options that produce energy at above the world price of oil, it 
certainly makes sense to support conservation hardware that may 


“produce” savings at far less than oil prices. 
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Of course, R&D for energy efficiency should be measured by $ 


the same strict standards that apply to R&D on the supply side. = 


It should not be conducted when a private Firm coula: Geege, ete eames 
instead. Private sector involvement should be heavy, and should 
include cost-sharing arrangments if possible. Government = 
sponsorship should end well before the marketing phase, leaving — 


fr 


that to the private sector that does it better. 9 aoe 


Will consumers have enough information to react intelli- — 
gently to the higher energy prices? Energy consumption is, we 


are coming to understand, a technical subject worthy of the 

attention and intelligence of the best minds in the country. Ten 
‘ 

years ago, only a very few researchers considered it a subject 

worth study; the number of graduate students engaged in the study _ 

of energy efficiency improvements probably could easily have met — . 

in a small room. Today the situation has changed. National 

laboratories, including Lawrence Berkeley Laboratory and Oak 

Ridge National Laboratory have become centers of study; Princeton 

University hosts a first-rate group. These researchers are an 

ample demonstration that it takes hard work, time, and resources 

to discover what energy conservation strategies are best for each 

sector of our economy. 

If Princeton and University of California professors find 
energy consumption patterns and heat flows in the American home 
puzzling and sometimes unexplainable, think how much harder it is 
for the small businessman or the homeowner to know what to do to 
react to higher energy prices. Even knowing what to do, it is 
not likely that he will know in what economic order he should 


undertake the improvements. 


| 
i 
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The market needs good information -- it is the very grease 
of a free market economy. Yet energy information is notoriously 
difficult to obtain, even with interested consumers with 
technical expertise. Consumers Reports and other non- 
governmental entities have a valuable role to play in Heigiaing 


energy information to consumers, but the individualized and 


.Specific information that consumers require in their major energy 


decisions simply cannot be supplied by a Magazine. Nor can we 
trust the makers of specific brands of products to give consumers 
energy information in a form that is directly compatible to 
information given by other manufacturers. Instead, consumers 
frequently need detailed advice that speaks to them about what to 
do to make their own homes more weathertight, to make their own 
chosen lifestyle more energy efficient, and to make their own 
purchasing patterns more informed. 

Unfortunately, the free market cannot provide such informa- 
tion reliably. Energy information is elusive, technical, and 
hard to quantify for the individual. Even when it can be calcu- 
lated accurately by the consumer, comparing similar products 
requires that assumptions be made by the consumer that are 
realistic and consistent. And -- if the market operates alone -- 
it will always be in the interests of those manufacturers or 
builders whose products perform most poorly to obscure and 
confuse the information provided to consumers, a practice that 
confuses even more reliable or consistent information provided by 


other makers. 


1158 


=LhTo 


We have many examples of the beneficial effects of accurate, 4 
consistent information on consumer behavior. For example, the _ “8 
Arent of the miles ee gallon labels on automobiles has been 
impressive. Although far from accurate, consumers at least know 
that they provide a consistent basis for comparison. Likewise, — 
the nicotine and "tar" labels on cigarettes permit smokers to  ~ 
make choices among the competing brands according to their own: 19898 -% 
preferences. . | sisios& 

Thus it is important that all of those programs that provide 
direct, relevant information to consumers be continued, and that — 
the data gathering and research base that underlies an accurate 
presentation of information be etna nivel as well. The appliance : 
labels are one important energy example. Another important pro-  ~ 
gram -- one that is flawed, though worth doing right -- is the  ~— 
Residential Conservation Service, a system of providing consumers ~ 
detailed coherent information concerning steps they can take to 
make their own homes more efficient. 

To be sure, information programs should not escape a careful 
scrutiny to make certain that they are not poorly managed, 
duplicative of private efforts, Or poorly targeted. There is 
much to criticize in the very design of the Residential 
Conservation Service, for example, where the statute that created 
the program directed it in directions that reduce its 
flexibility. But information programs have been shown to be so 
cost-effective, so facilitating of informed market behavior, and 


so inexpensive that it is surprising to see so many of them cut 


back in the proposed budget. 
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Enormous benefits for consumers have come from the buildings 
research conducted by DOE which has made possible the provision 
of accurate information for the first time. In the work that 
went into developing the BEPS, for example, was contained the 
basis of understanding that could lead to accurate, consistent 
"labels" for new homes, apartments, and commercial and industrial 
buildings. Cutting out the information and the base of new know- 
ledge that lies beneath the program is an odd way to assist the 


Market work. 


Can the nation afford the lag time for the market to catch 
up_in energy conservation? Over the next ten to fifteen years, 


energy conservation -- improved energy efficiency in end use -- 
is literally the only method this nation has to deal with the 
problems of increased oil imports or an embargo. Synthetic fuels 
will not be in major production during that period. Nuclear 
power plants will not be available during that period. Solar 
energy will not be anywhere near its potential during that 
period. Coal cannot be introduced into the economy in a signifi- 
cant fashion during that period. If we do not assist all of our 
energy sources we become increasingly vulnerable over the next 
decades. But of all the major energy sources, increasing effi- 
ciency is the single source that has the least economic problems 
and the most problems that only government. action can address. 
Lack of first-rate research and development is not a problem of 
economics; it is a problem of the government's: failure to act. 
Lack of reliable intormation is not a market failure, it is a 


problem caused by the government's: inaction. 


~3-"" 


We face enormous capital expenditures in Enid Aat1 Choe, 
the next two to three decades as we " "re-industrialize” our. 
industry, | our homes, and our betfeer to face the next. pai 
a major economic power. Market ‘pressures, ‘even market pressures 
as blunt and inexact as those that would result from ers 
*2fedal* 


i: 
blinds 


ghot 4 


tration's program, will help push investments in ‘the. “correct. 
direction. As Congress— examines the budget distribution of ‘the 
Department. of Energy, it needs to ask itself whether research an 
development money, resources for information programs, and 7%, 298380 
support for initiatives that private enterprise cannot itself — 
undertake are being ROT gSRCG directed in the budget that was” 


: 4 + o> oor -~ roy oe 
submitted. I submit not. I submit that the market can take care ata) 


~ . , ri sa4?f a 
of a number of programs that the sa any proposes to support, ata 
while the very programs they are cutting are those that no market 5 

ton Lite 


system can support. 


In closing, I want to be clear that I do not believe that 


the Department of Energy's overall budget needs an increase over 


the Figures proposed; instead, I believe it needs to be restruc- 


rs 


tured. 


Thank you. 
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My name is Robert Williams. I ama Senior Research Physicist at Princeton 
University’s Center for Energy and Environmental Studies, I have been an 
energy policy analyst for ten years and have been involved with a number 
of major studies assessing energy production and use. My work has covered 
energy Conservation generally, industrial cogeneration, nuclear power policy, 

| and solar energy. 

I was chief scientist responsible for energy conservation analysis with 
the Ford Foundation's Energy Policy Project, the 1974 report of which was the 
first major study to identify the importance of energy conservation in energy 
policy. In 1977 I was coauthor with Prof. Marc Ross of the University of 
Michigan of a study for the Joint Economic Committee showing the overall po- 
tential for energy conservation in the U.S. economy. With colleagues at Princeton 
I participated from 1976 to 1979 in a Ford Foundation sponsored study of plu- 
tonium breeder reactor technology. And most recently I have participated in 
the SERI Energy Conservation/Solar Energy Study and I have coauthored with 
Marc Ross the book Our Energy: Regaining Control (McGraw-Hill, January 1981), 
setting forth a strategy for an energy conserving future in the U.S. 

In my testimony I will restrict my remarks on energy conservation to opportun- 
ities for preserving or enhancing amenity through the more efficient utilization 
of energy resources which would result from minimizing lifecycle costs. Thus my 
remarks refer to saving home heating fasl by reducing heat losses and making fur- 


faces more energy efficient - not by turning back thermostats in winter; to saving 


automotive fuel by spurring the shift to cars with higher fuel economy - not 
by restricting mobility; to saving industrial fuel by adopting more energy 


+ 
efficient processes - not by curtailing production. 


The Potential for Fuel Conservation 


In our new book Ross and I show that if energy conserving investments and energy 
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supply investments are given an evenhanded tleatalcit in market decisions ae 
ting to energy, the resulting fuel savings would be far greater than see other ee 
analyses have indicated. ‘The U.S. energy economy is so far out of economic 
equilibrium (largely because energy price increases have been so rapid oS wy age 
cause of various institutional constraints) that we estimate energy demand could 
actually be reduced some 15% below the present level over the next 30 years, 
despite a doubling of GNP and the attendant improvement in amenities. 
The realization of this potential would make our energy supply problem far © 
more manageable; it would lead to great environmental benefits because it would — 
be possible to avoid the most risky technologies; and it would generate substantial 


economic benefits, because for a long time to come it will be far cheaper to 


save a Btu through energy efficiency investments than to produce an extra Btu 
of energy supply. 

The economic benefits of conservation can be illustrated by the concept of 
the "cost of saved energy." Suppose that a homeowner secures a home improvement 
loan to reduce the heat leaks from his house. The cost of saved energy is ob- 
tained by imagining that the term of the loan were the same as the expected life 


of the investment. Then the cost of saved energy is: 


the annual mortgage payment (principal + interest) 


annual energy savings 
Some examples: 

e For the "Bowman house" in Maryland retrofitted by the National Bureau 
of Standards an investment of $2840 in 197§¥s3380 in 1980 $) resulted 
in an annual oil savings 580 gallons (a S5y adace ton corresponding 
to a cost of saved energy of $0.60 a gallon (1980 s).7 For comparison 


the average heating oil price in 1980 was $0.98 a gallon. 
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e An NBS program involving both CSA/CETA and private contractor retrofits of 20 
homes in Portland, Maine has led to an average oil savings 612 gallons per 
home (a 38% reduction), for an average investment of $2380 per home, cor- 
responding to an average cost of saved energy of $0.40 a gallon.” 


2 home in an average U.S. climate an additional invest- 


@ For a new 2000 ft 
ment of $1300 to improve the building shell beyond the current construction 
practice so as to conform to the proposed BEPS standards would save 260 
gallons of oil equivalent per year (a 452% reduction), for an average cost 
of saved energy of about $0.34 per gallon.” 

e More than a 50% reduction in electricity requirements for frost free refriger 
ators could be achieved with modest design improvements that would add 
about $100 to the purchase price of the refrigerator. The cost of saved 
energy for this investment would be about 1.6¢/kwh, which is only about 1/3 
as large as the residential electricity price in mid 1980." 

@ On the basis of evidence documented in the technical literature relating 
to automotive fuel economy it has been shown that the average on-the-road 


* 
fuel economy of new. cars could be raised by 1995 to 59.60 mpg for a cost 


of saved gasoline less than $1.00 per gallon.° 


The Impacts of Rising Prices 


In light of such attractive economics, one would expect a frenzied rush to 
conservation, And indeed there has been significant progress in the U.S. economy 
toward realization of the conservation potential. In 1980 11% less energy was 
required to produce a dollar of GNP than in 1973, However, to date the rate of 
development of the energy crisis has far outstripped the rate of the conservation 
response. The attached Figure 1 shows that after the first oil shock of 1973 
there has been a dramatic continuing shift of economic resources to energy ex- 


penditures from other productive activities. Retail expenditures on energy in 
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the U.S. increased from 8 1/2 to 12% of GNP between 1973 and 1977, and, with 
the second oil shock, this percentage increased further to 15% in 1980, 


The industrial sector has been especially hard hit. Industrial expenditures 


on energy, expressed as a percentage of industrial value added, increased from 


5% to 10 1/2% between 1973 and 1980. And these aggregate industrial figures 
do not reveal the very serious impacts of the energy crisis on the most energy 
intensive materials processing industries. 

Consider the aluminum industry. Purchased electricity accounted for 12% of 
the price of primary aluminum in 1971, despite the fact that electricity cost 
only 0.8¢/kwh (in 1980 $) in that year - considerably less than the 1.9¢/kwh 
(in 1980 $) paid then on the average by all industries. By 1978 the price of 


electricity to the aluminum industry had increased 70% (in constant dollars). 


This electricity price increase was a major factor behind the 20% increase in 


the real price of primary aluminum between 1973 and 1978, 

The energy intensive industries can be expected to be hit even harder in 
the future. Again consider the aluminum industry. As shown in Figure 2 the 
price this industry paid for electricity in 1978 was still less than 1/2 as large 
as the average price paid by all industries and was only 1/5 to 1/4 as large 
as the cost of electricity delivered to industry from a new coal-fired power plant 
(see Figure 2).© at the level of the electricity requirements for the newest 
aluminum smelters (6 1/2 kwh per pound) and the replacement cost of electricity, 
electricity costs would be equivalent to 50-60% of the 1980 primary aluminum price! 
Thus as more power plants are built, thereby driving up the electricity price 
toward the replacement cost, there would be powerful upward pressure on the price 
of aluminum. 

Low income households are also being especially hard hit by rising energy prices. 


Consider the 11 million households with incomes below $5000 in 1977. I estimate that 


1168 


2apusce Z 


| REPLACEMENT COST FOR ELECTRICITY 
\ FOR INDUSTRIAL CUSTOMERS (1980 ¢ /kwh) 


AVERAGE INDUSTRIAL 
ELECTRICITY PRICE 
(1980 ¢/hwh) 


O pte 
or 
PRICE OF ELECTRICITY 


TO ALUMINUM PRODUCERS 
(1980 ¢/kwh) 


'@) : 
1970 1972 1974 1976 1978 1980 


1169 


these households spent $11 billion dollars in 1980 or about 28% of their income 
on household fuel, electricity, and gasoline, compared to less than 10% for 


‘households with the average 1977 income level of $16,100." 


_ .Why the Invisible Hand Is Moving So Slowly 

Given the doubling of the average real energy price in the U.S. economy 
between 1973 and 1980 (a 2 1/2-fold increase in the average real price of 
industrial energy) and the enormous opportunities to save energy at costs 

far below ‘present energy prices, the 11% reduction in the energy intensity 
of the U.S. 23, 4 over the last 7 years seems quite sgiten Why has ee 
gress been so slow? : 

Particularly sensitive groups of course pose special problems. Low 
income families are not making cost-justified investments on the order of 
$2000 to $3000 per household simply because they are poor. | 

The energy intensive basic materials processing industries, which account 
for 70% of all industrial energy use and more than 25% of all energy use, also 
face a capital shortage. These industries have been antiquated by rapidly 
rising energy prices. Much of this industrial plant needs to be scrapped and 
rebuilt. Yet these industries lave been unable to respond adequately to chang- 


ing price signals. Many companies in these industries already have such high 


; 
4 


debt-equity ratios that conventional borrowing is no longer feasible. Moreover, 
for the products 
slow growth in demand , of these industries has meant shrinking profits and dimin- 
ished ability to finance projects with internal funds. 
The sluggish growth of US basic materials processing industries appears 
to be associated with a fundamental shift that is taking place in our economy. 
As shown in Figure 3, growth in these industries has slowed down in relation 


to growth in total industrial value added. The decline in materials intensity 


of our industrial economy is manifest in the phenomenon that the goods consumers 


76-703 0 = 81 - 28 (6b) 
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FIGURE 3 


Consumption of Basic Materials by Industry, 1950 - 1978 
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buy are containing more "value added" and less raw materials. This phenomenon 
has been due in part to rising energy and raw materials ordeees but also it 
has been due to saturation effects. We should not be surprised by this. We 
have such a materials intensive society that on a per capita basis we consume 
our own weight in "stuff" each ae - see Figure 4, 

While the slowdown in demand growth for basic materials means that future 
demand for energy by these industries will be much less than most energy fore- 
casters have recognized, this slowdown makes modernization of these industries 
difficult, 

Aside from the special problems posed by low income households and the energy 
intensive basic materials processing industries, there are also more fundamental 
reasons why our economy is not exploiting more rapidly the potential for energy 
conservation. In a nutshell, because of its historical focus on energy supply, our 
present economic system provides inadequate motivation, inadequate information, 
inadequate organization, and inadequate preparation for the longer term (Les, 
inadequate support for research), to permit an even-handed treatment of energy 
supply and energy efficiency investments. In effect the "invisible hand" of 
the free market has been slowed by numerous institutional obstacles. A strong 
federal role is needed to overcome these obstacles to cost-effective intestments 
in energy efficiency. 

What is the best government energy conservation policy in light of these 
market imperfections? As a result of my involvement with energy conservation 
policy, observing over a long period what works and what doesn't, I have been 
persuaded that the best policy is a market-oriented one. Because improved 
technology of energy use requires multi-purpose and changing approaches in 


highly diverse situations, detailed government intervention in decisions re- 
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lating to energy efficiency is awkward at best and counterproductive at worst. 
It is thus much more desirable to introduce policies aimed at removing market 
imperfections than to adopt policies designed to compensate for market imper- 
fections. This does not mean that regulations or targeted incentives or other 
direct intervention measures should never be used - but they should be used 
sparingly - only when one cannot find a market strategy that would overcome 
barriers to minimizing total lifecycle costs. 

} ‘The Ross/Williams book is an exposition of this market-oriented approach 
to energy conservation. A summary of the policies recommended in our book in 
light of the present market imperfections is given in Appendix A to this testimony. 
At this point I would like to focus on the budgetary implications of such a 
poldc$'- 
The Level of Budget Required for Energy Conservation 

A market-oriented policy is inherently less costly than a policy emphasizing 
market intervention. This means that federal government's energy conservation 
budget could probably be cut some 30% or so, and the program could still emerge 
stronger than it is today - if the cuts were made judiciously and if there were 
an appropriate shift in priorities. The Administration's proposed cuts, how- 
ever, based on the mistaken notion that all the government must do in a market 
oriented policy is decontrol oil and gas prices, would leave the nation's energy 
conservation program in a shambles and the nation unable to respond either 
in the near term or in the longer term to the unfolding energy crisis. 
While it is beyond the scope of my testimony to give a detailed critique 

of all the items in the proposed budget, I will show in the case of a few examples 


the folly of the Administration's Budget Proposals: 
® Labeling Energy Performance: Programs for labeling of the energy performance 


of energy intensive items (based on verified tests) such as buildings, 


motor vehicles, appliances, 
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lubricating oils, and tires are among the most important items in a 
market-oriented strategy. Information generating efforts important for 
labeling programs are jeopardized in the proposed elimination of the 
Building Energy Performance Standards and Appliance Efficiency Standards 
programs, Saving money by cutting back or eliminating labeling programs 

is a classic example of being penny-wise and pound-foolish. One of the pro- 
grams which the Transportation Systems Utilization Division cannot carry out, 
because the proposed budget would virtually eliminate its funding, involves 
the labeling of the energy performance of different tires and oils. If 

all consumers used the most fuel efficient oils and tires available on 

the market today, U.S. light vehicle fuel consumption would drop about 1/2 


a million barrels per day, and the nation would reduce its oil import bill 
by $7 billion a year! 
e Information Transfer to the Energy Conservation Service Industry: Pro— 


grams aimed at transferring information on energy efficiency diagnostic 
techniques and technologies to the embryonic energy conservation service 
industry are also important for a market oriented conservation strategy. 
Such programs are especially badly needed for multifamily and small com- 
mercial buildings. Here the service industry is essentially nonexistent; 
and markets work especially poorly, because lifecycle cost minimization 
is difficult to achieve where the person paying the fuel billsis different 
from the person who would make the investments. Despite the importance ' 
of programs of this type, the Administration proposes to reduce from $31.1 
million to zero the budget for the Residential/Commercial Retrofit program, 
which would involve, among other things, the training of 12,000 auditors for 
multifamily and commercial buildings. 

e Scorekeeping: Another important type of informational program involves score=- 


keeping. Conservation involves such diverse activities that it is difficult 


to know 
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a priori how successful particular programs will be. Because of this prob- 
lem government should give high priority to "scorekeeping" programs that 
measure and evaluate impacts of ongoing conservation efforts. Such pro- 
grams would provide decisionmakers feedback to enable continuing improve- 
ment in energy conserving efforts. The Administration's proposal to zero 
ree budget for Analysis and Technology Transfer, an important “scorekeeping" 


effort in the Buildings and Community Systems Program, shows a failue to appre- 


ciate the importance of scorekeeping for a market oriented policy, 


@ Identification of Conservation Opportunities: Still another valuable type of 


information program involves the targetting of conservation investment oppor= 
tunities, The nation's energy data base must be sufficiently 


disaggregated by important energy end uses to determine targets of opportun- 
ity for the most cost effective investments and to identify consuming 

groups that should be given special attention because they are especially 
vulnerable to rising prices, supply disruptions, etc. Over the last couple 


of years the Energy Information Administration (EIA) has made important 


4 
. 
. 
e 
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advances in this area. (For example, the numbers cited above showing 

the impact of high energy prices on the poor are derived largely from re- 
sults of the excellent Residential Energy Consumption Survey.) Yet it 
appears that much of this new activity would be eliminated by the proposed 
budget cuts for the EIA. For example, the industrial boiler survey which for 
the first time would give detailed information on industrial boilers has been 
stopped. One important use of this data would be to provide estimates 

of the industrial cogeneration potential. Cogeneration under a wide 

range of circumstances is more economical than central station power 
generation. In deciding whether new central station power plants are 
needed, public utility commissions need to know what the viable alterna- 
tives are. Data on steam loads are needed to determine the extent to 

which cogeneration projects might be sutstituted for central station power 


plants. 
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@ Research: Because the private sector has rather short range goals and because 
it is difficult for the individual firm to capture many of the benefits of fun- 
damental research, the government has a major role in supporting research aimed 
at long run improvements in enerev efficiency. In light of the import- — 
ance of research, the large cutbacks in research programs are disturbing. 
The zeroing of the research budget for the Industrial Energy Conservation 
Program is especially shortsighted. With the stroke of a pen the govern- 
ment. thereby loses the capability to understand the long run research needs 
of the industrial sector - a capability which has. been developed over 
several years in the Office of Industrial Programs and which is valuable as 


part of a policy to help keep U.S. industry competitive in world markets in 


the long run. 
@ Investment Subsidies for the Poor:-Because of the extreme hardship of rising 


energy prices on the poor, the government has a major responsibility in assis- 
ting the poor. The stopgap fuel assistance program (estimated 
to be $1.8 billion for this year) 
provides only a tiny reduction in the energy burden on the poor. (Recall 
that the 11 million households with 1977 incomes under $5000 paid about 
$11 billion for energy in 1980.) Moreover, these operating subsidies 
are much less desirable than subsidies for conservation investments, that 
are not only less costly in the long run but also have the-virtue that 
they enable a reduction of the dependency of the poor on the government. 
Yet by shifting it from the Department of Energy to the Housing and Urban 
Development Block Grant Program, the Administration would virtually elim- 
inate the $200 million weatherization program 

These various examples show quite clearly that the Administration's proposed 

budget cuts have been carelessly constructed. Congress should carefully scrutinize 


each item in the proposed budget, and establish its own priorities for a leaner 


conservation budget. 


ee 


_ demonstration project a very bad investment. 


“Annual Report of the Clinch River Breeder Reactor Project Management Corporation 
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_ The Need for Balance in the Overall DOE Budget 


P entire 
- When the Administration's, energy budget is reviewed, it becomes clear that, 


in contrast to the treatment of energy efficiency, the fate of nuclear power is 
Not being left to the invisible hand of the market. In facts in this time of 
government austerity the Administration has proposed to increase federal support 
for research, development, demonstration and commercialization of civilian 
nuclear Beier eb indlogies by 30 percent, to $1210 million in fiscal year 1982. 
In particular the Administration is reviving the plutonium breeder commercializa- 
tion program, which is supposed to get $737 million in fiscal year 1982, 

This commitment to the breeder is difficult to understand. Expected slow 
future electricity demand growth and poor economic prospects render a breeder 


9,10 Yet in the Forward to the 1980 


> 
Wallace Behnke has found a new rationale. He.argues that the construction of 
a demonstration plant by the U.S. government: 


".eeis crucial to the nation's ability to keep pace 
with foreign breeder technology developments." 


But Behnke does not explain why it is important for the U.S. to keep pace with 
other nations in what looks increasingly like a race to develop a white elephant. 
Indeed as the attached Electrical World article (see Appendix B) shows, the 

cost of electricity from the much touted French Superphenix plutonium breeder 
reactor is nearly twice as large as that from pressurized water reactors, and, 
according to Electrical World, James L. Cochrane of the CIA's Office of Economic 
Research feels that 

",..eethe French breeder program faces strong economic 

problems that portend a bleak future for its survival, 


much less its expansion - contrary to what is presented 
in the popular and trade press..." 
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It er that President Reagan, in pushing the breeder, is following the lead 
of President Nixon, who was persuaded by the aircraft industry and the Depart- 
ment of Transportation to develop the SST, despite the fact that both major 
reviews he commissioned of this controversial program expressed doubt that 
either the U.S. SST or the French-British concorde would be able to compete 
with subsonic aircraft. Ultimately, of course, the market will determine the 
fate of the breeder and the answer to the question asked by Le Monde, France's 
leading newspaper, just four years ago (see Figure5): "Is the Super-Phenix a 
Nuclear Concorde?" 


Given the need for austerity in the overall energy budget, the illconceived 


nature of many of the proposed cuts in the conservation budget, and the faulty 
rationale for the breeder program, it is desirable to seek a more balanced DOE 
budget, perhaps with roughly uniform cuts in all major DOE programs but approximately 


the same overall budget level proposed by the Administration. 
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Figure 5 
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Notes and References 


Saved Energy _ 
in the 
Bowman 
House 


Conservation measure investment® Savings*” Cost of saved energy” 
(dollars) {per cent) (1978 $/gal.) 
1 Storm windows 7e0 2 0.32 
2 Wall insulation 840 20 0.44 
3 Floor insulation 480 75 0.67 
4 Added attic insulation® 550 6 0.95 
142 1620 45 0.37 
1+2+3 2100 §25 0.42 
142+3+4 2650 58.5 0.47 


a 


a The Bowman house, (with a floor area of 2054 sq. ft.) initially, ~ 
had insulation only in the attic (3% Inches) and double glazing 
only on a living room picture window; all other windows had 


life of the loan. The levetized annual payment P (in dollars/ 
year) on a loan L with an interest rate i and a term of N years 
is: 


single glazing. Before the storm windows and insulation were po —t 
added, efforts were made to reduce air Infiltration by caulking, T— (Han 


weather-stripping, etc. This effort (which cost $190) resulted in 
no n.easurable savings. This is probably because the house 
was quite airtight to begin with, having an air exchange rate of 
0.2 to 0.6 air exchanges per hour. A more typical house has 1 
to 2 air exchanges per hour. (See D.M. Burch and C.M. Hunt.) 


b The savings are relative to a pre-retrofit annual consumption 
level of 990 galions of oil. The furnace efficiency is 55%. 


© The proper evaluation of capital and operating costs 
requires their comparison on the same footing. The method of 
evaluation used here facilitates that comparison by assuming 
equa! loan payments in constant dollars for each year over the 


For | = 0.06 (the “real” interest rate for a home-improvement 
loan with a nominal 12% interest rate and a 6% annual infla 
tlon rate) and N = 15 years, P = 0.103L. For an annual fuel 
savings S (in gallons/year) associated with an investment L, 
the cost of saved energy is: 


C= 0.103US dollars per gallon. ¢ 


6 Six Inches of toose fill cellulose insulation were blown on 
top of the existing 3%-inch glass fiber blanket In the ceiling. 
The costs of saved energy associated with installing attic 
insulation where none exists initially would be much less than 
the cost shown here.’ 


Source: R.H. Williams and M.H. Ross, "Drilling for Oil and Gas in Our Houses," 
Technology Review, March/April, 1980. 

2. Here the cost of saved energy is calculated as in note 1. The data were obtained 
from Richard Grot of NBS, private communication. 

3. For a new house the real interest rate (corrected for inflation) is taken to be 3% 


and the life of the investment is taken to be 20 years, so that the cost of saved 


energy (see note 1) is: 


C = 0.067 L/S 


rere 
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From the following figure the cost of improving the energy performance of new 


_ houses in an average climate (4800 degree days) from 1975/76 building practice 


to the 1979 proposed BEPS performance level is $650 per 1000 et’, resulting in 


an annual fuel savings of 18 million Btu per 1000 ft* 


(US.FUEL FOR SINGLE FAMILY RESIDENTIAL SPACE HEATING 


> Le) 5 550 
= xl o 
3 ‘ 5 450 
g 60} U.S. spoce heot é 400 
= (6 quods) i 
r U 350 
Bet tic00 
© 60 300 = 
es 8 
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2° asd 1200 8 
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0 : ne 5 
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Fahrenheit degree days (bose 65°F) 
XBL. 795-1396 8 


Figure Q-4. Annual fuel input per 1000 ft.? for epsce heat for @ one-story ranch house, based on 
computer simulations for BEPS for 10 U.S. cities. The conversion from thermel losd to fuel input wa 
based on & seasonal furnace system efficiency of 0.7. Sources: BEPS Technical Support Documents end 


A.M.Rosenfeld et ale, Building Energy Use Compilation and Anelysie (BECA), LBL - 6912, te appear in 
Energy and Buildings. 1980 . 


4, The following figure shows that for about $75 in 1975 dollars ($107 in 1980 dollars) 


the electricity requirements of a frost free refrigerator could be reduced by 


910 kwh/year (8.8 million joules/day). 


With a 10-year term home improvement loan 


the cost of saved energy for this improvement would be 


C= .136 L/S = 1.6 ¢/kwh (1980 $) 
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Note 4 (cont.) 


17 ORNL —-OWG 76—(28194R 
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L INCREASE INSULATION THICKNESS 
ZIMPROVE INSULATION THERMAL CONDUCTIVITY 


46 
3.REMOVE FAN FROM COOLED AREA 
4.ADD ANTI-SWEAT HEATER SWITCH 
8, ELIMINATE FROST-FREE AND FORCED AIR SYSTEMS 
1s 6.IMPROVE COMPRESSOR EFFICIENCY 
7. INCREASE CONDENSER SURFACE AREA 
B. INCREASE EVAPORATOR SURFACE AREA 
44 
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Figure 2. ee use vs. retail price for various design changes 
for a 0.45 m? (16 ft?) top-freezer refrigerator. 


Source: R.A. Hoskins and E, Hirst, "Energy and Cost Analysis of Residential 
Refrigerators," Oak Ridge National Laboratory Report, No. ORNL/CON-6, 
January 1977, 
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7. 


The following is an estimate of the percentage of income spent directly on energy at 1980 price levels for low income and 
average income householda, 


Energy Consumption Actual Expenditures Expenditures for Estimated Actual 
in the Year April in the Year Apri] 1980 Prices and Expenditures for 
1978-March 1979 1978-March 1979 April 1978-March 1980 ery] 
1979 Consumption (1977 $) ‘8 
Levels 
(1977 $) (1977 $) a 
1977 Income less than $5000°®) 
Household Fuel 642 gallons of fuel (,) 262°) 3a) 
oil equivalent 
Electricity 5550 kwh‘) 2146) 23768) 
Gasoline 276 gallons‘© in“) 269‘f) ‘3 
505° 
TOTAL 647 asst) 
Percent of Income 22i ie 29.2% 27.6% 
Average 1977 Income ($16,100 
Household Fuel 763 gallons of fuel 
oil equivalent (b) . 305°) 412°) 
Electricity 9440 kwh’) 356¢>) 4046) 
Gasoline 834 gallons’™ 515¢f) 814 f) 
Riel cee emesis 
TOTAL 1176 1630 1527 
Percent of Income 7.3% 10.1% 9.5% 


Not 


(a) There were 11 million households (14% of all households) having incomes less than $5000 in 1977, According to Statis- 


(b) 
(c) 


(a) 
(e) 


(f) 
(g) 


(h) 


tical Abstract 1979, p. 460, the average income per household in this group was $2928 in 1977. 


Residential Energy Consumption Survey, Consumntion and Expenditures, April 1978 thronph Marchl979, NNE/EIA-1707/5, 
July 1980, 


From ref. d it is estimated that at a 1978 income level below $5000 the average household vehicle mileg travclcd was 
3680 in 1978, (This average is over all households, including households without cars.) Gasoline consumption is 
estimated by assuming a fuel economy of 14 mpg. 


Table 2.37, p. 2-52, in G. Kulp et al, Transportation Energy Conservat don Data Book: Edition 4, ORNL-5654, September 
1980, 


From ref, d, it is estimated that for a household with average income the average vehicle miles traveled was- 11,680 
in 1978, 


Energy prices were obtained from “Monthly Energy Review,” various issues. 
Here it is assumed that at a given income level 
energy consumption = constant x (pricey. 


The price elasticity « is estimated as the average for the residential/commercial sectors during the period 1973-1980, 
In note 8 it is estimated that # = -0,2, 


The average 1980 expenditure expressed in 1980 dollars would be $1013 per poor household, 


psit 
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8. The price elasticity of energy demand for the Residential/Commercial sector as 


a whole is estimated from the following data: 


Energy Consumption Average Energy GNP GNP 
in the Residential/ Price 9 Def lator 
Commercial Sectors Current $ 1980 $ (10°19729(1980 = 100.00) 
(1015 Btu) Per Million Per Million AEE gos Santen. 24: 
Btu Btu 
1973 27.4 reas 2.55 1255 59.59 
1974 26.7 1.99 ey 1248 64.79 
1975 26.6 2.30 S525 1234 70.79 
1976 a es 2.59 3.48 1300 74.49 
1977 28.2 2695 3.74 1372 78.84 
1978 28.8 tea bys 3.69 1437 84.60 
1979 29.3 3.59 3.91 1483 S177 
1980 2951 4.66 4.66 1481 100.00 


From the above data the price elasticity of energy demand @ can be estimated, 
assuming: 
4 
Energy consumption = Constant X GNP X (Average Energy Price) 


Thus one obtains & = -0.2. 


9. H.A. Feiveson, F. von Hippel, and R.H. Williams, "Fission Power: An Evolutionary 
Strategy, Science, January 26, 1979. 

10. Frank von Hippel, "A Pork Barrel Full of Plutonium," to be published in the 
May-June issue of Public Power, the magazine of the American Public Power 


Association. 


76-703 0 - 81 - 29 (6b) 
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Appendix A: The Elements of a Market Oriented oat3g odd 


Fuel Conservation Policy : “ss at a 


The present U.S. economic system provides inadequate motivation, inade- 
quate information, inadequate organization, and inadequate preparation for 
‘the longer term (i.e., inadequate support for research) to permit an even- 


handed treatment of energy supply and energy efficiency investments. A 
strong federal role is needed to overcome the institutional obstacles in 
each of these areas. 


Inadequate motivation: Part of the motivational problem is that even with oil and : 


gas price decontrol energy prices would still not reflect the full social costs of 
producing and consuming new energy supplies. While the idea of still higher prices 
is painful, the plain truth is that artificially low prices are a powerful deterrent 
to conservation investments. Instead of holding prices down we should be phasing 


in prices that reflect full social costs, while simultaneously protecting low in- 
4 


‘come households from the burden of higher fuel bills by enabling them to make energy 
efficiency investments (e.g., via a weatherization assistance program, or via grants 
or guaranteed low interest loans for weatherproofing houses for low income grotpsle 

Besides oil and gas price deregulation we should be seriously considering 
moving toward the deregulation of electricity generation as well. Replacement 


ek 
costs for electricity are far in excess of present prices, creating the potential 


etn the Administration's A Program for Economic Recovery, February 18, 1981, it 

is indicated that the Energy Department's weatherization program would be incorpor- 
ated into the Department of Housing and Urban Development's community development 
block grant program. If this is done it is crucial that part of the overall effort 
be devoted to "energy score-keeping™ in which the fuel savings associated with spe- 
cific retrofits is measured and compared to the costs of the retrofits, to help 
ensure the effectiveness of the program. There will be a bureaucratic temptation 

to keep score by simply counting the number of houses covered by the program - 

a form of scorekeeping that is worthless, because it provides no feedback by which 
managers and policymakers can learn from their mistakes and improve on their efforts. 
See below. 

«For example, it is estimated that the replacement cost for electricity to industrial 


reas as is, on the average, roughly 70% higher than the 1980 price. See notes 
Al-A4,. 


———— eS ee CLC 
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for sudden, destabilizing price increases, as happened in 1979-1980 (see Figure Al). 
Artificially low electricity prices are also creating a demand for new power plants 
far in excess of what would be required with prices based on true costs. 

At the same time the fundamental ratiouale for economic regulation of power 
generation is breaking down. Recent developments mean that power _ ae no 
longer represents a natural monopoly. There no longer appear to be economies of 
scale to be captured by building generating plants larger; in fact, there is sub- 
stantial evidence that the point of diminishing returns to increasing scale may 
already have been exceeded with the largest plants. Moreover, cogeneration plants, 
under a wide range of circumstances, can provide electricity competitively with 
central station plants 10, 100 and sometimes 1000 times as large. And finally, 
modern transmission technology has made it possible to serve any particular need 
ios power via generation facilities dispersed over a wide region. 

It is natural therefore to propose that serious consideration be given to 
separating the power-generation business from transmission and distribution and 
allowing the power generation industry to become competitive.” So doing would help 
limit electricity price increases in the new era of rising marginal costs and un- 
certain future demand, 

Significant market distortions also arise from subsidies provided to the energy 
supply industries. It is estimated that in 1977 subsidies in support of the routine 


provision of energy amounted to over $6 billion.“- While these subsidies represent 


—-—— 


The organization of electricity transmission and distribution activities might be 
modified as well. One possibility would be to establish a regionally based natural 
monopoly for transmission, regulated at the federal level, with community-scale dis- 
tribution companies regulated at the state level, 
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A3 FIGURE ai 
ELECTRICITY PRICES 
(1980 ¢/ kwh) 
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A4 


only 3% of retail energy sales, the subsidies are mainly capital subsidies and are 
equivalent to about 10% of total capital investment by the energy supply industries /® 
wikae subsidies, along with energy price controls, have contributed to the estab- 
lished trend toward overinvestment in energy supply. The percentage of all new 
plant and equipment expenditures in the U.S. economy going to energy supply rose 
from an average of less than 25% in the 1960's to over 40% in the late 1970's (see 
Figure A2). 

This overinvestment in energy supply helps create a general scarcity of capital 
resources for energy efficiency investments. It comes at a time when it is essential 


to speed up the overall rate of capital investment, to replace outmoded existing energy- 


using capital equipment designed for the era of cheap energy and to help reestablish 
_the position of American industry in world markets. 


The usual response to these existing market distortions in favor of energy 
meet ion is to call for new offsetting "targeted" incentives for conservation. 
Indeed even the new Administration is proposing no change in the current energy 
conservation tax credit, which is expected to provide some $0.74 billion in support 
of private conservation activities during 1981."" Of course this subsidy pales in 
comparison to the subsidy for the routine provision of energy supply, which is 
roughly 10 times as large? Should the targeted subsidies for conservation in- 
vestments therefore be significantly increased? Probably not. In the first place, 
I believe there are much more urgent needs in a conservation policy than increased 
targeted incentives for qualifying conservation investments. Moreover, conservation 
investments are not particularly well suited for targeted incentives, ae 
proved technology of energy use requires multipurpose and changing approaches to 


highly diverse situations. Moreover, in the industrial sector it would be better 
ine ee Dayle 


kk 


A Propram for Feonomic Recoverv, nace 4-70, Fehriarv 18, 1981, 
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Figure A2 7" helheed: 


FRACTION OF NEW PLANT AND EQUIPMENT EXPENDITURES 
COMMITTED TO ENERGY SUPPLY 
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Source: M. Ross and R. Williams, Our Energy/Regaining Control 


Capital expenditures in energy producing industries were obtained from 
Table 7.1, p. 128, in the Energy Information Administration's Annual Report to 


Excluded are expenditures for pipelines, tankers, chem- 


Congress, "vol. c fe "1978. 

ical plants, marketing, and other "downstream" capital expenditures. Total new 
plant and equipment expenditures for the U.S. are obtained from "Economic Indi- 
cators," prepared for the Joint Economic Committee by the Council of Economic 
Advisors, various issues. 
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A6 


to encourage new investments aimed at increasing total productivity instead of just 


— 


energy productivity. An investment aimed at adding on more energy-efficient equip- 
ment to an existing plant may sometimes in fact lead to prolonging the life of a 

_ facility that would otherwise be retired and replaced by a new facility, employing 
new processes. In today's energy price environment a new plant built to improve 
total productivity will usually save more energy than an old plant refurbished with 
energy conserving equipment. 

For these reasons I believe that the optimal solution to the targeted invest- 
ment subsidy problem would be to abolish all targeted incentives for both the routine 
provision of energy and also for the commercial demonstration of new technologies, 
and the formulation instead of measures to improve the general investment climate. 

In this effort particular attention should be given to the basic materials proces- 
sing industries, which represent the backbone of our industrial economy and account for 
omar 20% of total industrial energy use. These industries are being especially hard 
hit by rising prices. In the past many energy intensive industries were able 
to locate so as to obtain energy at prices far below the average for all of industry. 
But today these industries face marginal energy costs that are about the same every- 
where. For example, the replacement cost of electricity to industry is 3 to 6 times 
(in real terms) what chemical and primary aluminum industries were paying just 4 
years ago! 47 

While the need to rebuild and modernize is especially urgent in the basic mater- 
ials processing industries, these industries are relatively capital-short, in large 
part because basic materials production has been growing relatively slowly (reflect- 
ing the established trend in the industrial sector toward more fabrication and 
finishing and less use of basic materials per dollar of total industrial value 
added - see Figure A3). Thus it is crucial to be sure that policies intended to 
improve the general investment climate would indeed lead to substantial rebuilding 


in the basic materials processing industries. 


Consumption Per Dollar of Industrial GPO (Ibs/1958 $) 
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Figure 43 Consumption of Basic Materials by Industry, 1950 - 1978 


[pounds of material per dollar of value added (gross product 


originating) for all of industry] 
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Policies to decontrol energy prices and to eliminate targeted subsidies by 
themselves would not lead to prices that reflect the full social costs of energy 
production and use, because there are social costs that are not included in market 
prices - e.g., the national security cost associated with our dependence on in- 
secure sources of foreign oil and environmental impacts associated with energy 
production end use, These could be accounted for by introducing energy taxes to 
offset certain existing taxes, as part of a general tax reform effort. In my 
view the most serious of the various "external social costs" at the present time 
is the national security risk associated with a high level of oil imports. Thus 
some kind of tax on petroleum or petroleum products is appropriate - perhaps a 
tariff on petroleum imports. While there are many possibilities for the compen- 
‘Sating tax redcution, I tend to favor reducing corporate income taxes (to help 
create a more favorable investment climate) and social security taxes (to alleviate 
the impact of the energy tax on low income families). 

Even if prices were fully "rationalized" there would be some groups of con- 
sumers and producers that would be inadequately motivated to make cost-effective 
energy efficiency improvements, so that some have direct kind of government inter- 
vention (e.g., regulations) appears to be needed to supplement market forces: 

e Building energy performance standards for rental buildings appear 
to be desirable, since market strategies break dow entirely when 
the person paying the fuel bills (the tenant) is different from the 
person who owns the property (the landlord). And markets often work 
poorly even if the landlord pays the bills. Landlords can usually 
pass on fuel cost increases to their tenants, while the tight housing 
market in many areas makes energy costs a relatively minor considera- 
tion for most prospective tenants. Also, in a number of communities, 
restrictions in rent-control ordinances may make it difficult for land- 
lords to pass costs and savings through to their tenants in an equit- 


able fashion. 
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e@ Higher post 1985 new car fuel economy standards (or alternatively, the 
’ ow asyvisesod? 

levy of a stiff "gas guzzler tax") would spur the development and market ing 
> Ss 2 suboxs 


of cars having fuel economies of 40 to 60 mpg, which are more cost 
; 8 « 2. Te 


' effective than synfuels development“? There is no evidence that Detroit, 
: ] 32706 YLVIS2 

which still seems to regard the oil problem as a supply issue, is pre- 
® MOl 73 

pared to produce and market such cars. 
south 


e Appliance efficiency standards appear to be desirable for certain en- 
a 


ergy intensive appliances. Here the main motivation is that electricity 
prices will probably rise only slowly to replacement cost levels, because 
the deregulation of power generation must be phased in slowly. 
Inadequate information: Even when energy consumers are adequately motivated to ee 
energy, they often do not have adequate access to information on which to base de- 3 
4 
cisions. One aspect of this problem is that known information is not readily avail- 
able to various decision-makers. Most homeowners still do not have good infortatine 
as to the most cost-effective investments that they can make in saving ariergy in 
their homes and when they are shopping for a new home usually do not have available: 
to them adequate information concerning the relative energy efficiencies of the houses 
that they are inspecting. Even in industry energy managers are often not familiar 
with known opportunities for energy efficiency improvements which go far beyond 
traditional “leak plugging." 
An ambitious government role in improving this flow in information would be 
a relatively low cost but important way to accelerate the implementation of con- 
servation measures. | 
One of the most important initiatives would involve the mandatory labeling 
of the energy performance of various consumer products relating to energy intensive 


activities. In the automotive area the labeling of the fuel economy implications 


4 
% 
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of various engine and transmission dilé and tires would be desirable. In build- 
ings labeling should be required both for major energy consuming appliances and 
for the space conditioning fuel requirements. (Note: a labeling requirement is 
not the same as a performance standard.) In the case of buildings (both new and 
“used") Vabal ing based on a diagnostic pekaurenent (not simply computer simulation) 
at the time of sale should be the eventual objective of public policy. R&D in 
support of developing a quick and meaningful diagnostic measure is needed. 

Another important role for government would be to support training programs 
for “house doctors" and for building contractors in the technology and economics 
of improving the energy efficiency of buildings and thereby to help nurture the crea- 
tion of a technically competent buildings energy conservation service industry, 
which does not exist at present. 

A second informational problem is that in many instances an adequate informa- 
tion base for determining targets of opportunity for saving energy is not even 
available to the experts. Our energy consumption data base is often too highly 
aggregated to be able to do more than guess what the best conservation investments 
might be. In industrial plants, for example, the energy consumption data available 
to plant managers is usually not disaggregated to the level of the processes for 
which the investments should be made but instead is aggregated at the plant level, 
which involves energy use for many different activities. The data base for energy 


use by activity is also very poor in buildings. 


* It has been estimated that the overall potential for fuel economy improvements 
from putting synthetic oils with antifriction additives into both engines and trans- 


missions may be as high as 12% by 1985, 49 giving rise to a potential 1985 oil savings 
of some 0.5 million barrels per day. : 


#«G.M.’s expectation is that°ultimately the average tire's rolling resistance can be 
reduced by 33-50 percent relative to its 1979 value Al corresponding roughly to a 


10-15 percent improvement in automotive fuel economy and an additional oil savings 
comparable to that achievable with improved synthetic oils, 
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Because of the importance of this information for a market-oriented approach to — 
conservation and the relatively low cost of the required data acquisition and analy- 
2 p 
‘sis efforts, the Administration's apparent proposal to substantially reduce the 


Energy Information Administration funding for the collection and analysis of disaggre- 


gated energy demand data is particularly disturbing. Instead such low cost but high 
value efforts should be increased, 


Still another "information gap" arises because we know only vaguely how 
effective various conservation measures are. Projected savings, based on theory, 
are often inadequate because real world houses and vehicles and factories don't 
behave as predicted by theoretical models. Because of this problem the government 
should give high priority to "score-keeping™ programs to measure and evaluate the 
impacts of ongoing conservation efforts. These programs should involve monitoring 
not just energy performance but also potential side effects of conservation mea- 
sures. Some examples: moisture buildup and rot in walls and ceilings associated with 
improper installation of insulation, the fire hazdrd potential of various conservation 
measures, and the buildup of indoor air pollution associated with measures to reduce 
air infiltration, and the safety of small cars. These se6te-kaSb ing programs would 
provide both consumers and decisionmakers feedback and thereby enable continuing 
improvement in the energy conserving efforts. 
Inadequate Organization: Even with "rational energy prices" and “perfect information" 


Conservation investments would be inhibited, because there is no well-established 
industrial infrastructure for providing energy conservation services that would 
enable consumers to minimize "life cycle" costs at “te new higher levelsof energy 

. prices, The government could help foster the development of a new energy conser- 
vation service industry by removing possible regulatory constraints to wacker entry 


(e.g., regulations discriminating against utility participation in cogeneration 


projects) and in some instances by playing a more active role. Two examples are: 


* 
See "Elimination of Excessive Energy Information and Departmental Overhead Activities," 
page 6-10, in A Program for Economic Recover » February 18, 1981, 
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e To expedite residential retrofits what is needed are firms which offer 

homeowners a "one-stop" energy efficiency retrofit package including: 
a diagnostic audit, a rank ordering of conservation investments by 
their cost effectiveness, and an offer to arrange for contractors, and 
any necessary financing, with a guarantee of the quality of the work. 
The government could help establish a stable industry of such firms 
by supporting auditor and contractor training programs and by supporting 
"scorekeeping" efforts by local public agencies that could measure both 
the energy performance improvements and potential adverse side effects 
in statistical samples of retrofitted houses. 

@ Government could play a similar role in spurring the diffusion of innova- 
tive conservation technologies in the building construction industry. A gooc 
model of a very successful, relatively low cost venture of this sort 
is the recent Denver Metro Homebuilders Program sponsored by the Solar 


Energy Research Institute (SERI) and carried out in cooperation with the 


Denver Homebuilders Association. SERI solicited proposals from builder/ 
mreht tert teams for the design and construction of passive solar energy 
conserving houses, for which the training of the architects in passive 
solar and energy conserving techniques, the designs, and the post-con- 
struction performance monitoring, were to be supported by SERI. In June 
1980 SERI selected the 13 winning builder/architect teams from among 47 
bids. Today 12 of the 13 houses have been completed, and 15 houses have 
been presold on the basis of these designs. In the first two days of the 
open house tour of the 12 homes (February 21-22, 1981), the Homebuilders 


Association estimates that over 30,000 people visited the homes. Key to 
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the success of this program is the fact that SERI's role was apple 
provide needed information, allowing the builders maximum flexibility in 
design and construction. According to John Kurowski, a builder who is — 
chairman of the Energy Committee of the Denver Homebuilders Association, 
this effort and the employed designs will serve as models for the entire 
housing industry of the Denver Metropolitan area. 
Inadequate support for research: The conventional view is that energy conservatiod 
is a stopgap measure. One often hears the appeal, "Conserve....till we can build 
more." Yet with an adequate commitment to research, new conservation opportunities 
can continue to unfold for decades to come. Figure 44 which shows the evolution — 
of the thermal efficiency of electric power plants in the U.S. from the turn of 
the century till the present, represents in broad terms the history of. our techno- 
logical efforts relating to energy supply. By focussing enormous resources on the 
supply side we achieved a remarkable 8-fold improvement in the thermal efficiency 
of power generation in 60 years; but as this "learning curve" shows, it has become 
exceedingly difficult to make further improvements. In the area of conservation 
we are still at the beginning of this "learning curve," as the list in Table Al of 
"second law" efficiencies for various energy end uses indicates. 

Much of the advanced product development, demonstration, and commercialization 
aspects of promoting advanced conservation technology can be carried out in the 
private sector. Government should create with tax incentives an economic climate 
conducive to such provate sector research and development efforts. 

At the same time there is much needed research that the government should 


support directly because the private sector is unlikely to do so. Some examples: 


z 
- 
% 
‘ 


PERCENT 


40 


32 


Nm 
Bs 


0 
I900 


Figure A4_ Average Steam Electric Power Plant Ef ficiency 


ISIO 1920 1930 1940 I950 1960 i970 1975 
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@ The development of diagnostic and analytical techniques for monitoring 
energy performance and potential hazards of energy Conservation measures. 

° Field monitoring and analysis of the energy performance and potential 
hazards of a wide range of conventional and innovative energy conservation 

"measures. 

e Development of hazard mitigation and avoidance strategies for various 
conservation technologies (development of prototypes of safe small cars, 
development of particulate air pollution control strategies for diesel 
engines, development of control strategies for indoor air pollution, 
etc.) 

e Development of an understanding of consumer behavior relating to differ- 
ent conservation measures and conservation marketing approaches. | 

e Applied research, i.e., fundamental research on topics selected for 
their technological importance. Friction and lubrication, and combus- 
tion of inhomogeneous fuel-air mixtures in internal combustion engines 
are examples of problem areas relevant to fuel conservation 
for which new research could provide valuable funds of knowledge on 
which improved product designs could be based. This kind of applied 
research, vital to the long term viability of the U.S. industrial base, 
is sadly neglected in present R & D programs. 

e An ongoing assessment of the least cost opportunities for energy con- 
servation in all sectors, updated continually in light of new techno- 
logical developments and as better data become available on actual 
energy performance in the field. "Least cost scenarios" can then be 
used to provide a benchmark for assessing real world performance, as 


determined from "scorekeeping programs." 


76-703 0 - 81 - 30 (6b) 
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A complementary long-range objective of the energy R & D program should be to 
provide the appropriate technical manpower for the kinds of innovation needed. Our 
present technical educational system emphasizes fields which grew out of World War II 
military research: electronic, nuclear, and aerospace technologies. The schools 
of aimee have been shaped by federal support of research in these areas. 
Subjects such as production engineering, process engineering (e.g., for basic materials 
like steel and paper), and more basic topics like convective heat transfer and lubri- 
cation are moribund at most of our universities. A veritable renaissance of skills 
development and research related to society's basic technology is required. 

* las * 
The energy conservation policy I have described here involves far more govern=- 


ment initiatives than just the decontrol of oil and gas prices. Yet the overall 


proposed program should be appealing to the new,Administration, because if it were 
adopted it would signal a fundamental change in energy policy - away from the 
present trend to central planning and toward a greater reliance on market-mechan- 
isms for shaping the course of energy related development. In this market- 
oriented program the primary role of government would be to try to eliminate market 
imperfections and to create an economic climate conducive to individual choice. 
The program should also not be very costly - it involves no big ticket energy 
projects; it requires far more intelligence than money from the government. Aside 
from this philosophical appeal, perhaps the most important appeal of all is that 
any serious plan for economic recovery must involve reducing the nation's retail 
energy bill. The only way this can be accomplished is 

to adopt a least cost energy strategy, to ensure that a significant fraction of 
the nation's total energy budget would be relatively low-cost "saved energy," 

to offset the staggering costs associated with new energy supplies. There is no 


other way for the Nation to regain control of its energy system. 


. 
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Notes and References for Appendix A 


Al. The average price of electricity to industrial customers in the third quarter 


A3. 


A4. 


of 1980 was 35.3 mills/kwh, in 1979 dollars (Energy Information Administration, 
"Monthly Energy Review," December 1980). To estimate the replacement cost for 
industrial customers, assume (for simplicity) that industrial demand is flat, so 
that the replacement cost is the cost of electricity from a new baseload coal plant. 
From note 13,the busbar cost from such a plant in 1979 dollars is 45.8 mills/kwh, 
corresponding to a delviered cost of 50.3 mills/kwh (with 9% transmission and 
distribution losses). To this must be added a transmission and distribution cost 
of 9.53 mills/kwh (see note), bringing the total cost, in 1979 dollars, to 59.8 
mills/kwh, which is about 70% higher than the 1980 price. 


The thirty year levelized busbar cost of electricity from a new central station 
coal-fired, baseload power plant is: 
(1979 mills/kwh) 


Capital Cost®?> 17.5 
Fuel° 22.0 
osm 6.3 

: 45.8 


Notes: 


(a) A new fossil fuel power plant burning medium sulfur coal with a scrubber is 
estimated to cost $940/kw in 1979 $. See ref.14. 

(b) For 50/50 debt/equity financing and a 30 year plant life the annual capital 
charge rate for utility financing is 0.106. Here a 65% capacity factor is assumed. 
(c) The 30 year levelized coal price is obtained from the following DOE projection 
(see ref. 3) for the price of coal to industry (in 1979 $ per million Btu): 


1978 1.34 
1985 2.10 
1990 2.26 
1995 2.36 
2000 2.43 
2010 2.58 


For this price schedule and a utility ¢iscount rate of 3.4% per year, the 30 

year levelized coal price for the period 1980 to 2010 is $2.26 per million Btu. 

A modern coal plant with wet lime/limestone flue gas desulfurization is about 357% 
efficient, corresponding to a heat rate of 9735 Btu/kwh. 

(d) From Exhibit 8-4b in Technical Assessment Guide, special report prepared by 
the Technical Assessment Group of the EPRI Planning Staff, Electric Power Research 
Institute Report No. PS-1201-SR, July 1979. 


Energy Information Administration, Annual Report to Congress 1979, volume 3, 


The national average replacement cost for large light and power customers was 
5.76 mills/kwh in 1972 (see M.L. Baughman and D.J. Bottaro, “Electric Power 
Transmission and Distribution Systems: Costs and Their Allocation," Center for 
Energy Studies, the University of Texes at Austin, July 1975) or 9.53 mills/kwh 
in 1979 dollars. 
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The following are estimates of federal government subsidies in support of the rou- 
tine provision of energy supplies in 1977: 


Federal Activities (million 1977 dollars) 
e@ Low interest approzriations plus tax 
exemptions for hy¢roelectric and trans- 290 
mission facilities? ; - 
e Enrichnent services?» 180 
e NRC regulatory costs? 146 


Privately Omed Utilities 
e Liberalized depreciation?» ~ 2000 


Publicallv-Owned Utilities 


e Exemption from federal income taxes* 


TVA 130 

State power authorities and municipal 80 
utilities 

REA 294 

e Tax exempt bond sudsidies® 260 

@ Loans and loan guerantees provided by REA" 260 


Oil and Gas Industries 


e@ Percentage depletion allowance” 
Oil 550 
Gas 1150 


e Expensing of intangible exploration and 
development costs 


oil 740 
Gas 460 
TOTAL 6540 


Notes: 

(a) B.W. Cone et al., “An Anzlysis of Federal Incentives Used to Stimulate Energy 
Production,” second revised report prepared by Battelle Pacific Northwest Laboratory 
PNL-2410 Rev. II, February 1980. 

(b) General Accounting Office, "Nuclear Power Costs and Subsidies," June 13, 1979. 
(c) The subsidy for enrichment services is the estimated difference between what 
the private sector would have charged and what the government actually charged. 

(d) The liberalized depreciation allowance for utilities translates into an outright 
tax savings (instead of just a deferral) for a utility growing sufficiently rapidly 
or for a utility that is not growing, as long as there is significant general infla- 
tion. 


Re trices 
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A6. Total capital expenditures in energy producing industries in 1977 have been esti- 
mated to be (109 1977 dollars): 


Coal Mining 1.90 
Oil and Gas mrsceceur 
Nuclear Fuel Cycle 1.84 
Electric Utilities 32aoe 


TOTAL 58.33 


Source: Energy Information Administration, Annual Report to Congress, 1978, Volume 
Three, 


A7. The electricity prices (in 1979 nills/kvh) for various industrial groups were as 
follows in 1977: 


Chemicals and Allied Products 21.1 
Alkalies and Chlorine 18.6 
Industrial Organic Chenicals, n.e.c. 15.1 

Primary Metals Industry 20.4 
Primary Aluminum 9.8 

All Manufacturing 25.2 

Replacement Cost (see note 1) 59.8 


Source:Bureau of the Census, "Fuels and Electric Energy Consumed," Annual Survev of 
Manufacturers, 1977. The prices given in this reference were converted to 1979 


dollars using the GIP deflator, 


A8. The SERI Solar/Conservation Study, April 1981. 


AQ. South Coast Technology Inc., "Review of Improved Lubricants," in Automotive Fucl 


Economy Contractor's Coordination Meeting Summary Report, April 24-26, 1978, 


p- II-A-19, U.S. DOT Report No. DOT HS-803 362. 


Al0.. TRW, Energy Systems Planning Division, Appendix: Data Base on Automobile Energy 
_ Conservation Technology, p. 63, Draft, Dept. 25, 1979. 
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Appendix B 


Bectricel World, January 1981 


French breeder 
feels hard heel 
of economics 


As construction proceeds on time on the 
world’s first commercial fast-breeder 
reactor in southwest France, the future 


of French breeders hangs in balance as ' 


hard economic questions remain unan- 


swered. Mainly, the question presently is © 


the low price of uranium and the overly 
high price of breeders. 

in late November, the French-led 
European consortium NERSA com- 
pleted the installation of the concrete 
roof slab over the main reactor vessel of 
the Superphénix, a 1,200-MW sodium- 
cooled breeder at Creysmalville. The 
rotating plugs on the roof slab were to 
have been installed this month or next, 
with the main reactor-vessel components 
added through 1981. 

If all goes well, says the state-owned 
Electricité de France (EdF), the unit will 
go critical in late 1983. 

In the meantime, a feverish effort is 
under way in the French nuclear indus- 
try to cut breeder costs. Superphénix is 
costing consortium members about 
5.6¢/kWh, or approximately the same as 
a French coal-fired plant. Oil-fired 
plants, no longer being built in France, 
would cost 8¢/kWh, and PWRs (pres- 
surized water reactors) close to 3¢/kWh. 
EdF’s goal is to cut breeder costs to a 
level of just 20% more than the cost of a 
PWR. EdF has directed the French 
breeder manufacturer Novatome to re- 


port by the end of March details on how | 


or whether this can be done. 


The two major cost-cutting objectives 
are the reactor units themselves and 
breeder-fuel reprocessing. It is clear that 
savings can be made by building the next 


reactors in pairs so that two or four can ! 


be ordered at a time. Research is focus- 
ing on reducing quantities of both steel 
and concrete. In the second sodium cir- 
cuit, pipe lengths will be shortened wher- 
ever possible. And if fuel assemblies can 


be shortened even slightly, that would 
translate into significant core-and reac- 
tor-building size reductions. 

Such “shrinkage” measures would 


enable future Superphénix units of 1,500 
MW to be built in structures virtually 
the same size as the 1,200-M{W Super- 


i] phénix, officials believe. 


In fuel reprocessing, the French hope 
to profit from experience gained from 
handling irradiated fuel from the 250- 
MW Phénix breeder, the prototype at 
Marcoule, France. French Industry Min- 


| ister Andre Giraud says the next pair of 


breeders, if built, would almost certainly 
be sited near the Phénix. Plans call for 
building a reprocessing plant in the Mar- 
coule region specifically for breeder fuel, 
thus saving transportation costs as well 
as lessening chances of fuel diversion for 
illegal purposes. With such ongoing 
efforts, it’s evident to many observers 
that the French government will pursue 
breeders whatever the cost. 

Despite EdF’s official insistence to the 
contrary, “the decision to build the next 
two breeder units has already been tak- 
en” says one source in the French trade 
union Confederation Francaise Demo- 
cratique du Travail (CFdT). This trade 
union opposes breeders because, it 
claims, they pose even greater safety 
risks than PWRs, they cost too much, 
and energy-conservation measures 
should obviate their need. 

A very negative view of France’s 
breeder future was painted for some 300 
people at the First Annual Utility Con- 
servation Conference in New Orleans 
last November. According to James L. 
Cochrane, special assistant for policy 
support in the Central Intelligence 
Agency's Office of Economic Research, 
the French breeder program faces strong 
economic problems that portend a bleak 


future for its survival, much less its 
expansion—contrary to what is pre- 
sented in the popular and trade press. He 
sees the French government pulling back 
on the program. 

But the government has said that: 
breeders must account for 15% of the 
nation’s nuclear power by year 2000. 
That means about 12 1,500-MW units 
will have to be built in the 19 years. 

There is no plutonium-producing 
problem in France, French officials 
emphasize. With the major PWR pro- 
gram, La Hague reprocessing plant, and 
perhaps a small quantity purchased out- 
side the country for the initial breeder 
fuel, plutonium will be ample. Thus, they 
claim, French-generated plutonium will 
enable a breeder to be built every year - 
from 1990 onward. 

The key question is whether breeders 
will remain ruinously expensive. With oil 
prices still on the rise, the picture may 
change rapidly. At the same time, the 
world uranium price continues to fall—a 
factor that weakens the argument that 
breeders are valuable as a way to con- 
serve uranium. Says a NERSA official, 
“The more that uranium prices fall, the 
harder it becomes to pursue the breeder 
program —at least in the short term.” ® 
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__Mr. Yates. I want to express the gratitude of the committee to 
all of you for coming here today and giving us the testimony. 
_ How do you want to proceed? . 
_ First let me thank Mr. Williams. Thank you for making the book — 
_ available to me, I leafed through it last night and I thought it was 
_ very good. I was particularly interested in your 65 mile per gallon 
_car but in view of the stories we see in the papers these days about 

restrictions or regulations on where the automobiles are going I 

doubt we are going to see your 65 mile per gallon car for some time 
_ to come, unfortunately 

_ How do you want to proceed? 

_ Why don’t you tell me what it is you think the committee should 
know. Abstract you statements or state what the principles are or 
oe think should be done. What do you want our committee 
todo? — ae 

Mr. THompson. My name is Grant Thompson and I am with the 
Conservation Foundation here in town. 

_] think we can probably take it as a given thing, Mr. Chairman, 
that conservation is a good thing. We have heard it lauded as 
motherhood as being clean, cheap and fun and yet we have seen a 
_ sort of Catch-22 presented to us with the Office of Management 
_ and Budget saying to us, if it is so good, why isn’t it just happening 
for itself, why aren’t people doing it? Well, in fact there is a good 
deal that is happening and I think Mr. Gibbons’ testimony was 
right on point when he said that the higher prices have done a 
good deal for us and I think without those higher prices we would 
be in worse energy shape but it seems to be to justify conservation 
and to put all the burden on the market as the present administra- 
ton is suggesting we do with rather small subsidies for home 
owners who make a certain list of home investments in conserva- 
tion. It assumes a great deal, as you said, about what the market 
can do but is also assumes something more fundamental and that 
is that there is a market. I had freshman economics some—too 
many years ago even for me to remember. 

Mr. YATES. You don’t know how many years ago one could take 
freshman economics, Economics I. 

Mr. THompson. I look at the numbers on Samuelson now and 
they are approaching in editions my age. 

As I remember, we really had to have a market system. We had 
to have two sides of the market, the seller who received the re- 
wards from marginal production up to the point that marginal cost 
equaled marginal value and on the other hand the buyer who paid 
the full cost of those who paid the marginal price and if you had 
that why all of the very undoubted benefits of the market flowed 
out of it. It seems to me that what we have heard lauded as the 
market around town and in the newspaper recently is very inter- 
ested in those reward to the seller and rather less interested in 
facing up to the other half of the market which is that the buyer 
ought to pay those full marginal costs. 

You see, for instance, in both natural gas and electricity a draw- 
ing away from the full rigors of the market. In natural gas unless 
Congress were to go for immediate decontrol of both new gas and 
old gas it will be the early 1990’s before we have anything ap- 
proaching the market clearing price in natural gas. In electricity I 
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have seen no significant moves in any State to move to full margin- 
al cost pricing for all consumers. Thus, to talk about a market 
pulling forward enough conservation seems to me to suggest we are 
asking something which does not exist, to do something which is 
very hard. It is an important point. 

In homes, for instance, only about 20 percent of the energy that 
is used comes form oil, the other 80 percent is natural gas and 
electricity and as I pointed out both natural gas and electricity are 
far below their market clearing price. | 

Another thing that I learned in freshmen economics was that the 
market would not do it all. We don’s expect the market to provide 
us education, we don’t expect it to provide us national defense, we 
don’t expect it to provide us lots of things. It seems to me there are 
two crucial things that the market does not provide us that under- 
line the Federal involvement in conservation. The first is research 
and development and the second is information programs. You 
know, you look at where we are now in R&D and conservation in 
this country versus where we were seven years ago and we have 
some enormous strides. It gives you a great deal of hope in this 
country, the ability to approach hard problems with vigor, drive 
and cleverness. 

You know, 10 years ago we would go to international meetings 
and there would be the research on buildings that was being done 
in Sweden and Germany. Did we have anything? Of course not. 
Now we have the center at Princeton Universtiy that has done its 
Twin River research, it has helped us to understand how the heat 
flows work in a certain kind of home and for the first time we can 
Say we are beginning to understand what you ought to do, what 
the home owner ought to do, what the builder ought to do. That is 
federally supported research and I hope Bob Williams will talk 
about it. 

We have seen at Lawrence Berkeley Laboratory their program 
on wipdows—understanding windows not as being simply a nice 
view of the Capitol but also as real sources of energy to us and very 
‘simple things you can do and some things that are applied technol- 
ogy that we can do with windows, and I hope Art Rosenfeld will 
tell you something about that. We have seen at Oak Ridge Nation- 
al Laboratory the work on appliances—the heat pump water 
sae for instance—and I hope that Eric Hirst will testify about 
that. 

More fundamentally we have seen analytic tools developed under 
Federal funding—analytic tools that if they are allowed to come to 
their fruition will permit builders to go to either themselves or 
with the help of not very highly trained professionals to analyze a 
building, speak with some confidence about what the energy builds 
are going to be. Now would the market have brough all this R&D 
forward? I don’t think so. 

I don’t think there are very many people who even in 1981, glass 
manufacturers, are interested in high technology windows. I don’t 
think that if there are appliance manufacturers interested in high 
technology, water heaters, they are probably not interested in 
them as fast as the nation ought to be interested in them. There 
has been superb work done in R&D. We in my view are at a real 
takeoff point in this country on research and development and 
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_ conservation, somewhat like the takeoff point we were some dec- 
_ades ago on our electronics, on space craft, and we have a chance 
_ either to knock it dead in the water and go back and it will come 
back. Mine conservation is such a good idea; the question is do we 
_ want to set ourselves back five, eight years or do we want to keep 

on the upward climb? 7 

Mr. Yates. It is really the only gain we have in the energy 
economics. 

Mr. THompson. You cannot get synthetic fuels in the next two 
decades, you cannot get coal conversion, you cannot get solar in the 
next two decades. In the next two decades I would not be so certain 
that we could not get another Iran, Saudi Arabia falling. It is the 
only game in town and it is a game that Americans are beginning 
to play well and if the Federal Government pulls the props out we 
are going to lose it. 

Finally, the consumers need information. You know, it is the 
very grease of free market and I learned in that freshman econom- 
ics class. | 

Mr. YATEs. Didn’t you ever take other courses? 

Mr. THompson. No. I took that one but I had to take it so often 
that I remember it well. You know, those of us who can’t do 
economics go to law school. 

Mr. YATES. Right. 

Mr. THompson. And there you see some very good Federal pro- 
grams as well. You see the Residential Conservation Service and it 
is going to be knocked out. You know, I have been studying conser- 
vation for a long time and yet I look at my own house and I think, 
now what really makes sense? I know that I ought to tighten the 
windows and that I ought to do this. It would be enormously 
helpful even to somebody who has read as much as I had to have a 
professional I trusted come in and I think that the RCS is the 
beginning of getting that kind of credible information based on 
good research out. 

We see for small industries the need for information. We know 
there is a great view in this country that we have that industry 
can take care of itself, that the market will work best there. Well, 
that certainly is true of the du Ponts and of the IBMs of this world, 
but we think of the thousands and millions of small businesses— 
the laundries, the bakeries, the small shops and so forth—who 
have no research capability. 

The information programs that have been funded by the Depart- 
ment of Energy have been enormously useful; cooperative agree- 
ments with the building owners, management associations, BOMA 
trying to help multifamily dwelling owners learn what to do and 
how to teach their tenants. Pamphets and easily understood books 
have been done for dry cleaning and laundry operators and bak- 
eries to learn how to do things. That is the kind of information 
which is useful. 

The appliance testing and labeling again is enormously useful. If 
one wonders how useful that kind of information is, one ought to 
look at both the labels for automobiles and how much they have 
done in pushing us toward efficiency and in a nonenergy field the 
labels for tar and nicotine cigarettes, how they have fundamentally 
changed the market pressures in that industry. That kind of infor- 
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mation can help drive the market, help the market work, and it 
seems to me if we knock the Federal Government out of it, we 
won't get it. 

In closing, it seems to me in a time of market discussion that 
there are two phrases that I have heard. One is the phrase “Invest- 


ment” and the other phrase is “Hedging your bets.” It seems to me _ 


that energy conservation is a Federal investment in this country, it 
is an investment in as we reindustrialize over the next 20, 30 years 
to continue to be a great economic power in the world. There is an 
investment in doing it right and it seems to me that all of us are 
interested in making that investment and that the Government 
has a role in it. 

Second, there is the question of hedging your bets. I am told that 
investors don’t put all of their money into one stock, they try for 
some balance. I think as one looks at the Department of Energy 
budget as it has come forward from the administration and to try 
and find balance it does not look to me like a good hedging strat- 
egy. It seems to me that we need particularly in conservation and 
maybe in some of the other places to put some of that money back 
that has been taken away so that in case one of those currently 
favorite alternatives does not pay off we will have comelinne to fall 
back on. 

Mr. YATES. Thank you very uth: 

Mr. Hirst, do you want to go next? 

Mr. Hirst. The administration proposes to cut the DOE conserva- 
tion—— 

Mr. Yates. Incidentally, the subcommittee today retained $6 mil- 
lion for MHD. Weren’t you here? 

Mr. Hirst. I am from Oak Ridge. 

Mr. Yates. Oak. Ridge is doing work in MHD too, though, isn’t 
it? Not in your field, you’re nuclear. Go ahead. 

Mr. Hirst. Let me start over. 

I am Eric Hirst in the Energy Division at the Oak Ridge Nation- 
al Laboratory. I think the issue that faces you has to do with the 
administration’s proposal to cut the DOE conservation budget for 
next year by about three-fourths. The rationale for that is quite 
simple: the higher fuel prices that will occur through deregulation 
will insure that market forces swiftly move all sectors of the econo- 
my towards appropriate levels of energy efficiency. Unfortunately, 
life isn’t that simple. 

I think there are two key issues that undermine that administra- 
tion stance. The first concern is market imperfections and the 
reason is that the normal workings of a free market system won’t 
yield optimal levels of energy efficiency, and both Grant Thompson 
and Jack Gibbons talked about some of the issues that occur there. 
The second reason is that there are Government programs at work 
that seem to be paying off benefits to the individual participants 
and to society in general. 

What I would like to do is give a couple of specific examples for 
both of these issues, the market imperfections and also the success- 
ful Government programs. Jack Gibbons before talked about the 
problem of new home construction where the builder is trying to 
minimize first cost and is not concerned about the subsequent 
operating cost which, however, the homeowner is concerned about. 
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A group at Oak Ridge looked at the construction practices in 
_ 1976 at 10 different cities across the country in terms of insulation 
_ levels, storm windows and storm doors and so on and computed the 
_ implicit discount rate, what interest rate were the builders implic- 
_ itly using in how well to build these homes and they found that the 
interest rates used and the fuel prices that prevailed then were 
_ very high, on the order of 50 to 100 percent at a time when 
mortgage rates were about five, ten percent so there is an enor- 
mous discrepancy between what would be the socially optimal level 
of insulation in energy efficiency in homes and what the builders 
were then putting in. 

A group at Lawrence Berkeley Lab looked at the same kind of 
data for 1979 and indeed during that three year period construc- 
tion practices had improved; houses were better insulated and 
tighter. However, fuel prices had risen so much during that three- 
year period that interest rates actually rose; that is, the market 
was even further from equilibrium in 1979 than it had been in 1976 
which suggests that letting fuel prices rise is not by itself going to 
correct that kind of a market imperfection. The builders face differ- 
ent constraints and concerns than do the homeowners and both 
parties lack the adequate kinds of information and ability to proc- 
ess information to bring that interest rate down to a more socially 
desirable level. So the consequence is that we have much leakier 
homes than we need to have and we are using more energy than 
would be socially optimal and economically optimal. 

The second barrier concerns existing buildings. A group of the 
Oak Ridge associated universities audited 48 hospitals in four dif- 
ferent States over the last couple of years and the amount and 
kind of energy savings that they found in these hospitals was 
absolutely remarkable. Energy savings of from 10 to 15 percent 
that required no capital cost whatsoever—zero cost changes like 
lighting, thermostat settings and so on that could save enormous 
amounts of energy. 

Mr. Yates. Setting at what, 60 degrees or something? 

Mr. Hirst. I don’t remember the specifics. I could look it up and 
can send you more material on that if you want it. 

What was striking was the enormous energy savings that were 
available at zero capital cost and also at very low capital cost. 
If you look at all of the measures that they had recommended 
at all 48 hospitals, it would cut energy use by about 20 percent or a 
little bit more at these hospitals and it would pay back that invest- 
ment in less than a year. So here is a remarkable opportunity that 
was not being taken advantage of and again I think it is because 
the hospital administrators first of all had other things to worry 
about like the doctors and the patients and secondly did not really 
have the information that they needed to know what kinds of 
things to do and how effective they would be. Again here is barrier 
that high prices alone won’t dissolve because these audits were 
done in the last year when prices were pretty high. 

Let me turn to the second issue which has to do with whether or 
not Government programs actually work and I would like to give a 
couple of examples here. The first is a low cost-no cost program in 
New England which DOE ran in the fall of 1979 that was aimed 
specifically at reducing all consumption among the 4.5 million 
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households in New England by sending them low water flow res- _ 
trictors for shower heads and brochures that described eleven no or 


low-cost action. 


The evaluation that was conducted by a couple months lesbo Bi 


yielded an estimated annual saving in fuel bills of about $70 mil- 
lion a year and a direct savings of 1.6 million barrels a year. 


Remarkable oil savings and dollar savings. Using that data one can 


calculate that the benefit cost ratio was remarkably high. Roughly 


speaking, every dollar that the Federal Government invested in — 


that program yielded a savings to society of more than $20, the 
benefit cost ratio of 20. 

Another example is one that Grant mentioned, the Residential 
Conservation Service which is the Federal program that requires 
all major gas and electric utilities to offer home energy audits to 
their customers. DOE developed a single model audit and a single 
model auditor training program that yielded tremendous economies 
of scale. 

Rather than having hundreds of utilities, State energy offices 
and private firms each develop their own procedures at enormous 
expense, DOE could do it once. DOE could take sufficient resources 
to do a good job of conducting, developing the audit, having it field 
tested and documented and then well disseminated and that way 
all of these utilities and energy offices and so on can adopt the 
audit if they want or if they want to modify it they can or they can 
even reject it but they have this resource available that was devel- 
oped by the Federal Government that otherwise would have not 
existed. 

The third example I want to give is the heat pump water heater 
that Grant mentioned which I think is a very good example of a 
successful R&D program and how the Federal Government can 
exert tremendous leverage in the R&D area. DOE spent less than 
$1 million to sponsor the development of an electric heat pump 
water heater. This is a device that takes up not more space than a 
conventional residential electric water heater but consumes only 
half as much electricity. It costs about $500 more and depending on 
local fuel prices and how much water you use, it would pay back in 
lower fuel bills in anywhere from one to four years. 

Because of the DOE effort to document and domonstrate this 
water heater and thereby reduce uncertainty from manufacturers, 
four different companies now produce and market this system and 
it is likely to have, I think, very high customer acceptance and to 
save a lot of money and energy for consumers. It probably would 
have been developed eventually without DOE involvement but 
DOE’s catalytic action really served to hasten that process, to 
greatly accelerate the R&D and the commercialization and avail- 
ability of this very effective technology. 

The group at Oak Ridge did cause some work last year for DOE 
looking across the entire DOE conservation budget and they tried 
to estimate the energy savings that might occur if these programs 
were implemented as proposed as of last year. They calculated that 
the savings would be about three quads in 1985 about 13 quads in 
the year 2000. 

Energy consumers in all sectors would save about $400 billion 
between now and the year 2000. About half of that reduction in 
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ers directly obtain. 

In conclusion I think it is clear that to a large extent conserva- 
_ tion actions will occur through the normal workings of the market- 
place particularly if Government actions are taken to deregulate 
_ all energy prices as Grant has said and to equalize subsidies across 
all energy sources. 

_ However, there are several obstacles to an energy efficient soci- 
_ ety and therefore I think we need Government programs to help 
' overcome these obstacles. There is some evidence from evaluation 
_ of some Government programs and from this kind of analysis of 
| future program effects that the benefits of these Govenment pro- 
_ grams is and will continue to be quite large. 

_ __In addition, these programs serve as a hedge against uncertainty. 
| We really don’t know what the future course of fuel prices is, what 
_ OPEC will do, how much new oil and gas will be discovered, nor do 
' we know the performance and cost of new energy technologies, 
both on the supply and the demand side. 

Mr. Yates. You can tell what OPEC is going to do though, can’t 
you? 

Mr. Hirst. Well, they are going to raise prices a little but we 
don’t know by how much. All of these things are so uncertain 
especially in conservation programs, what Grant called hedging 
our bets, through financial incentives, standards, regulation and 
R&D represents an important national insurance policy, a policy 
whose premiums are quite small and whose payoff is likely to be 
quite large. 

Mr. Yates. Thank you. 

Mr. BULLARD. Yes. 
| I think we have heard you either believe that the market works 

or you believe that it does not work and we have heard some 
evidence here there is a lot of evidence showing places in the 
conservation area where the market actually does not work is well 
documented and supports the need for some Government activity 
in that area. But suppose for a moment the market did work and 
we had instant decontrol and that Stockman is right. If we believe 
the market works, you have to believe that the market will re- 
spond to wrong price signals just as easily as it responds to correct 
price signals. 

As Grant pointed out, natural gas prices are still controlled and 
will be for 10 years probably unless it is just accelerated even five 
years. That means that we need to do something in the next five 
years at least on conservation. Electricity prices will probably 
never be decontrolled at the present rate. PURPA was a feeble 
attempt to force the States to at least look at the issue but a 
Mississippi judge just threw that out saying that the States have 
the right to subsidize electricity prices as much as they want. So 
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long as States are doing that a quarter of the capital investment in| 


the United States going into energy supplies is being misallocated 
‘and it is starving the energy-consuming industries who need the 
capital to reindustrialize to invest in conservation. 

The next point is on tax policy. Current tax policy has a built-in 


bias toward energy waste. You get a 46 percent tax deduction for | 
every dollar that you spend in your business buying energy, you — 


get 46 percent of it back. If you decide to invest in conservation to 


save that energy, all you get is the 10 percent tax credit plus the - | 
present value of some depreciation and that turns out to be a lot 


less tax advantage than just continuing to waste energy. 

Mr. YATES. What do they do in other countries in Europe? What 
does Germany do? 

Mr. BuLuLARD. I am not sure whether they have a 46 percent 


marginal tax rate on one side and what they have to balance it in ~ 
the way of depreciation and things like that on the other side. In © 


the United States you would need a 24 percent tax credit to bal- 


ance it. 


Mr. YATES. you are arguing for incentives to make businesses 


more energy efficient. 
Mr. BULLARD. That is in conservation programs. 


Finally, the national insurance policy argument is not just regu- — 


lar insurance where you take your chances. If we have another oil 
embargo or a sharp price hike in energy, that triggers a recession 
immediately. We have seen that, we have ample evidence of that. 
So the conservation program has insurance benefits because it is 
doing its best at precisely the time the rest of the economy is doing 


its worst in the middle of a recession, so it does have that unsym- ~ 


metrical insurance benefit. 

Now instant decontrol probably is not going to happen. There is 
nothing about oil price decontrol that is going to make a builder 
make a gas or electric home more efficient and instant decontrol of 
the electricity in gas prices which are half of retail energy sales in 


this country. Instant decontrol would have tremendous impacts, it ~ 


would raise prices about $100 billion or more. It would transfer 
$100 billion per year from the consumers to producers of energy. 
Now that is one heck of an energy conservation incentive if it 
occurred but it is frankly inhumane to clobber inflation stricken 
American families with a $2,000 per year instant decontrol. Oil and 
gas price decontrol combined would amount to $2,000 per family 
per year and that is not even adding on electricity price decontrol. 

Mr. YATES. What is the basis for your estimate? 

Mr. BuLLARD. Just look at the difference between regulated gas 
prices and what we are paying for imported gas or distillate oil on 
the world market. Multiply by the quantity and you get about $100 
billion a year for gas alone. 

Now as that trickles on down through industry and everything to 
consumers that is a heck of a jolt and that is why, I think, Con- 
gress put us on a gradual decontrol path. As long as the market is 
out there reacting to those wrong price signals you have to have 
some presence on the other side, whether it is auto fuel economy 
standards or building energy performance standards or appliance 
standards or something in order to get capital investment flowing 
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in the right direction: otherwise, we are just going to be putting 
our capital to very inefficient uses. 

_ Now I think at the very minimum the administration ought to 
be forced to prove that the market is working and the only way 
they can prove that the market works is to do the analysis of the 
type that is now bring done to support the RCS program, the 
energy audits, the building energy performance standards, and the 
appliance standards. All the evidence is not in yet and they can 
argue that the data we have is anecdotal and maybe it justs picks 
out a few market imperfections but if they want to make a solid 
case they have to continue that analysis but they propose to wipe it 
out in the name of wiping out the regulations. 

__ I would propose that they at least continue that analysis so they 
| can support Stockman’s claims and at the same time look at some 
_ alternatives to regulation. There is nothing sacred about appliance 
_ standards or building standards. Once you learn how to measure 
_the energy use of a building or an appliance, you can label it, you 
/ can offer a tax credit for manufacturers who exceed the standard 
or put a guzzler tax on those that fall short and you can rig the 
level so that the guzzler tax revenues exactly equal the income tax 
_ credit so there is no drain on the Federal budget but you cannot do 
_ that until you have done the analysis and developed the testing 
_ procedures and that is what they propose to cut. I really think that 
there is something to this and it is a little bit protectionist, too, 
because only products made in America can qualify for an income 
_ tax credit while imports as well as domestic products would qualify 
for the guzzler if it is done at the retail level. 

Finally, we have been talking all the way up and down the road 

here about applied research. I would like to say a word about the 
basic research which really lays the foundation for American indus- 
try’s ability to respond and compete in the post-embargo world’s 
economy. We are sitting here in the United States with a trillion 
dollars’ worth of obsolete factories, obsolete vehicles, and obsolete 
| buildings. It is no wonder we are unable to compete effectively in a 
| post-embargo world. 
If we sit back and continue to have this lack of market discipline 
| in the form of continued price controls, it is not going to pay any 
) American refrigerator manufacturer to do research on how to build 
| more efficient refrigerators because he is serving his home market 
| first and five years from now we could end up with the market 
glutted just like the auto and consumer electronics market are 
glutted now with products from abroad where they already de- 
signed them for their home market which runs on higher priced 
energy. I noticed that in the building area alone and if there is any 
industry in the United States it is the people who build commercial 
buildings and individual residences don’t have the wherewithal or 
the incentives to do the basic research on fundamentally how does 
energy transfer around a building like this, particularly a building 
made out of advanced materials where the conductive and radiated 
heat transfers are just very poorly understood. 

Mr. Yates. Is anybody doing that annually? 

Mr. BuLLarD. The only people doing it are the building systems 
program at DOE and that is slated for fiscal year 1982 it will be 
one-third below its proposed level. If there is anything that fits 
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with the Reagan philosophy, it is let’s do the basic research so 
American industry can respond to these rapidly changing external 
economic conditions. There is a little more detail on that in my — 
testimony. We are running short. 

Mr. Yates. Mr. Williams. 

Mr. WIiLuiAMs. My name is Robert Williams. I am with Princeton — 
Unversity Center for Energy and Environmental Studies. | 

Mr. Yates. You’re the house doctor. 

Mr. WILLIAMS. The house doctor. y 

The two things that I would like to discuss in my testimony are 
first the overall level of the budget for conservation and research ~ 
and second the need for balance in the overall DOE program. As_ 
far as the overall level of the budget for conservation is concerned, | 
I think that you can probably sustain taxing the budget perhaps 30 | 
percent or so and the programs could still emerge stronger than it | 
is today if the cuts were made judiciously and if there were an | 
appropriate shift in the priorities; that the proposed cuts and the | 
magnitude of the cuts, however its input, of course would need to | 
be programed in a shambles and the country unable to respond in | 
the near term or the long term of the energy crisis. (| 

What I would like to do is just focus on a few examples of the © 
proposed cuts and show how they are in a real sense very short- 
sighted. One of the most important aspects of the program that 
everyone else here has alluded to is a whole host of information- 
related programs. I think it is one thing to have blind faith in the — 
market and it is quite another to blind the market and that is 
exactly, I think, what we have done with the loss of a number of 
very important information-related programs. The four types of 
programs that I would like to discuss are labeling programs that 
have already been alluded to here for energy intensive items, score- 
keeping programs, information transfer—embryonic energy conser- 
vation service industry—and programs toward targeting conserva- — 
tion opportunities. 

In the case of labeling, the most familiar items there, of course, ~ 
are the car, the buildings, the appliances but there are other items 
as well and one that is not quite so familiar is in the transporta- © 
tion sector where the Department of Energy’s transportation sys- ~ 
tem’s utilization division was going to carry out some work with © 
regard to the labeling of lubricating oils and tires for the auto- © 
motive sector and these are particularly important because if all ~ 
consumers were to use the most efficient lubricating oils in their ~ 
cars and the most efficient tires available on the market today the 
overall level of fuel savings would be on the order of half a million 
barrels of oil per day and would save the Nation some $7 billion a © 
year and this is for an investment in a program that may be on the ~ 
order of one or two million dollars. 

Mr. YATES. How do we get the consumers to do that? 

Mr. WituiAMs. What is important, I think, is to have the infor- 
mation before the consumers, to put the labels on these oils and on 
these tires so that people can make these kinds of decisions as to 
the kinds of savings that they can expect with their investment. 

Another kind of program is information that is very important, 
it has to do with information transfer to the energy conservation 
service industry and this is important because of the fact that the 
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energy conservation service industry is largely nonexistent in this 
country. It is especially absent in the case of the multifamily and 
small commercial building sector and this is also a sectér where 
markets work especially poorly because life cycle cost minimization 
is quite difficult where the person paying the fuel bill thinks differ- 
ent from the person who makes the investment. Despite the impor- 
tance of programs of this type the administration proposes to zero 
out the budget for the residential/commercial retrofit program 
which would involve, among other things, the training of about 
12,000 auditors for multifamily and small commercial buildings. 

Scorekeeping is another very important part of a conservation 
_ program and the reason this is so important is that the energy 
conservation activities are so varied, so diverse, that it is really 
quite difficult to know a priori how successful different programs 
are going to be and because of this problem Government should 
give really high priority to scorekeeping to see how well we are 
doing with the programs in effect and I think this is going to be 
especially important to see how well the market-oriented programs 
of the administration are going to work. The administration’s pro- 
posal to zero the budget for the analysis and technology transfer 
program with the buildings and community systems program is an 
important scorekeeping effort of this type and this shows the fail- 
ure on the part of the administration on the importance of score- 
keeping to even a market oriented conservation policy. 

The fourth type of information program that is very important is 
those that are aimed at targeting conservation opportunities. The 
Nation’s energy data base must be sufficiently disaggregated by 
important energy uses to determine targets of opportunity for the 
most cost effective investment and also to identify the most sensi- 
tive groups as far as rising energy cost is concerned. For example, 
one very important effort. in this regard has been the residential 
energy consumption survey of the Energy Information Administra- 
tion. In drawing upon this particular survey, for example, I calcu- 
lated the other day an estimate of what the average low income 
household spent on energy in 1980, households with incomes less 
than $5,000, and it is on the order of 28 percent of income is spent 
on energy in those houses compared to about 10 percent in 1980 for 
the average household in the United States. 

It appears that much of this activity is going to be eliminated in 
the budget cuts for the energy information agency; for example, 
the industrial boiler survey which would for the first time give 
detailed information on industrial boilers has been established and 
this is a very important program for targeting opportunities for 
industrial cogeneration as an alternative to central station power 
generations information would be badly needed by public utility 
commissions. Going beyond information programs of major area for 
market failure, of course, is research and because the private 
sector has really quite short-term goals and it is difficult for the 
individual firms to capture many of the benefits of fundamental 
research and yet there are very significant budget cuts in this area. 

What is particularly distressing is the zeroing of the budget for 
the industrial energy programs sector. With the stroke of a pen the 
Government is losing the capability to understand the long-term 
research needs of the industrial sector which is valuable in sustain- 
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ing the U.S. industry, making it competitive in the world markets | 
in the long run. 

Finally, of course, the government should do much more with 
regard to protecting the poor. I indicated how high the fraction of 
the budget of poor people is spent on energy at this particular 
time. The transferring of the weatherization program to the De- 
partment of Housing and Urban Development’s block program I 
think is something that should be looked at very carefully. 

Now I would like to turn to the second part of my testimony 
which involves the need for balance in the overall DOE program. It 
appears that unlike conservation the fate of nuclear power is not 
being left to the invisible hand of the market. What is particularly 
disturbing here is the $737 million that is targeted for the breeder 
commercialization program. : 

In this area I was involved between 1976 and 1979 in an assess- 
ment of the breeder reactor program, the Ford Foundation spon- 
sored project at Princeton, and we found that the breeder reactor 
was not likely to be economically competitive with tuned up ver- 
sions of today’s reactors over the next hundred years and in fact 
recent evidence suggests that this is true not just with the USS. 
program but elsewhere. For example, a recent Electrical World 
article, Electrical World being the trade journal of the electric 
utility industry, shows that the cost of electricity from the much 
touted French Super Phoenix plutonium breeder reactor is nearly 
twice as large as that from the pressurized water reactor and, 
according to Electrical World, James Cochrane of the CIA’s Office 
of Economic Research feels that 

. the French breeder program faces strong economic problems that portend a 


bleak future for its survival, much less its expansion, contrary to what is presented 
in the popular and trade press. . . 


- It appears that President Reagan, in pushing the breeder, is 
following the lead of President Nixon, who was persuaded by the 
aircraft industry and the Department of Transportation to develop 
the SST, despite the fact that both major reviews that he commis- 
sioned of the SST expressed doubt that either the U.S. SST or the 
British-French concorde would be able to compete with subsonic 
aircraft. We all know what happened to the SST program and to 
the concorde. Of course ultimately the market will determine the 
fate of the breeder and the answer to the question which was asked 
by Le Monde just four years ago, ‘Is the Super Phoenix a Nuclear 
Concorde?”’ 

Mr. YATES. How did they answer the question? 

Mr. WILLIAMS. They just asked the question. 

Mr. YATES. They sit on this side of the table. 

Mr. WituramMs. I think in light of the need for austerity in the 
overall budget, the ill-conceived nature of many of the proposed 
cuts in the conservation budget and the faulty rationale for the 
breeder program it is desirable to seek a much more balanced DOE 
budget, perhaps something with roughly uniform cuts in all major 
DOE programs but approximately the same overall budget level 
proposed by the administration. 

Mr. YatTEs. Good. Thank you. 

Gentlemen, thank you very much. 

Mr. BuLLArD. Thank you. 
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Mr. THompson. Thank you. 


RESIDENTIAL AND COMMERCIAL 
WITNESSES 


LEX HESTER, DIRECTOR, FLORIDA ENERGY OFFICE 
GARDNER McBRIDE, BUILDING OWNERS AND MANAGERS ASSOCIATION 
ART ROSENFELD, BERKLEY LABORATORY 


Mr. Yates. Residential and Commercial. Mr. Hester, Mr. 
McBride and Mr. Rosenfeld. 

I want to thank you gentlemen for coming in and giving us the 
benefit of your testimony. 

All three statements may be made a part of the record. 
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Mr. Chairman, Mexbers of the Committee, xy name is Lex Hester and I am 


- 


cu€ Director of the Florida State Energy Office. I appreciate the opportunity 


+3 testify before vou this morning on behalf of the National Governors’ 


The Governors, as you are aware, met in Washington in satctebtuat ithe 
their annual meeting. The focus of this year's meeting was on the Administration's 
Proposed budget cuts. The Governors strongly recognize the problems in our 
econony at this time and support reductions in the budget. Support for budget 
reductions, in general , was reaffirmed in a resolution adopted by the Governors 

2 eeche meeting. 

At the same tine, the Governors set forth certain priority budget items. 

In the energy area, rapid price increases and recurrent shortages of oil, natural 
gas, electricity and gasoline are of great concern to the Governors. Two priority 
areas were stressed. Governor esanaa, Chairman of the NGA Subcommittee on 
Renewable Resources and Conservation, outlined the need for continued funding 

c= the core state energy conservation grant programs before the 23 Governors 
present at the Chat Pes on Energy and Environment. (The State Energy Conservation 
Frozrem (f=C>) and che Energy Extension Service (EES)). Governor King of 
“2ssachusetts cifered a resolution urging full funding for the Low-Income 
Veatherizetion Program and maintaining adequate funding for the Low-Income 

Fuel Assistance Prozram. An amendment to existing NGA policy was adopted by - 

‘the Commitzres end subsequently by all the Governors to this effect. 

In ‘the energy and environment area, the Administration is proposing that 
‘twelve out of the fifteen state grant programs be eliminated. Of these cuts, ° 
the Governors have chosen to push only for continued funding for these few 
programs. -The Governors, recognizing the need for budget cuts, are willing 


to accept.sone cuts to the state energy grant programs, but not total elimination. 
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The Governors are advocating that funding for these programs be maintained 


ee the fellowing reasons: F a 
2 Firs¢, it is in the nabiogad interest that we continue to promote — 
conservation as a way to help restrain inflation generated by rising _ = 
fuel costs resulting from oil decontrol and proposed natural gas ; 
decontrol. Estimates of the effects of energy prices on inflation aii 


in individual states are as high as 5 Sosa points. The costs 
of the core state energy conservation grant programs (SECP and EES), 
the Sa re Program, and "Schools and Hospitals" programs 
together represent less than 1/100 percent of the total 1981 bude 
causing littlest any, inflationary effect, while the programs 


themselves have an inflation restraining effect. 

2D Secondly, although rising energy prices«have increasingly motiviated x 
companies and individuals to seek energy conserving methods, many 
consumers do not have either the front-end funds or accurate information 
in order to actually undertake energy saving actions. Ina world of 
rapicl; rising energy prices, states and local governments have served 
as tne Drimary delivery mechanism for information and technical assistance 
necessery to consumers in taking these energy saving actions. 

fe) Third, low-income individuals will feel more intensely the burden of 

rapidly rising energy costs. Low-income people now spend an average 
of 30 to 40 percent of their income on direct energy costs, while the 
middle income spend on five percent. Conservation is the most 
effective method of relieving this burden. The state congereat (aan 
prograns target assistance to these low-income groups. States are 


moving to couple home energy audits under the Residential Conservation 


Service program with the delivery of low-income weatherization. 
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© ~ Fourth, it is crucial to the health and safety of the people of this 
nésica that the ability at the state level to deal with major oil 
SUDP_Y¥ mateo iaya be developed and maintained. ‘The federal government 
is czrrentl unprepared to cope. with a major oil supply disruption. 
The state set-aside program has been discontinued with the elimination 
a the allocation and price control system. The Strategic Peteroleum 
Reserve, the nost important safeguard we have, only has 120 million 
barrels cf crude oil stored -- only 20 days of oil imports. The 
Gasoline Rationing Program will not be ready for implementation until 
next fall, if then, and likely will be of limited value. 
States have been working over the past year and a half to put 
into place a strong energy emergency response program. Yet, now at 
the =9s= crucial stage of development, the Administration has proposed 
resc-acirz funding for the Energy Emergency Conservation Program (EECA) 
for =¥ 1931. In addition, the states no longer have the state set-aside 
prograr., and are facing the loss of personnel who are familiar with the 
Su>p_y/ <emand patterns in the state and the distribution system and who 
OF: Sapa Nea tne need Peres act in an expeditious manner. 
6 At the states as a first line of defense in a national ee ie 
we will be no better prepared as a nation than we were in the embargo of 
1972, cnl: the next time the shortage is likely to be far more severe. 
in the recainder of my testimony, I will briefly describe to you the core state 
conservation grant programs and Provite specific examples of state measures Undelrt akon 
hy “or states wader the federal grant programs. 
The Core Re Soaseervetion Grant Programs 
The a Energy Cons ervetion: Program. (SECP) (established by the Energy oe 
and Contteticn Act of 1975 (EPCA) and the Energy Conservation and Petroleum 


Act of 1976) ard the Energy Extension Service (EES) have been viewed by states 


- 
—_ 


as the core enerzy grant programs, .. Together, SECP and EES have established the 4 
states as the >asic delivery system for a national energy conservation program 

anc have prcvile¢ the basic seed money and stimulus for the development of state 
ayeree policy anc programs. Over time, these programs Se been drawn upon to 4 


provide support for new federal initiatives such as the Residential Conservation 


hating 


Service Progran and the Energy Emergency Conservation Program. _ age oy - 4 
The states can promote increased efficiency through their authorities in such 

areas as building codes, utility regulation, taxes and bond programs, transportation 

- decisions, and through direct technical assistance programs to the commercial, | 

industrial, institutional, and residential consumer as well as local con acanenee 

| A conservetion analysis undertaken by a DOE contractor of four major SECP 

program ee shows a very Senta cost-benefit ratio of 1 to 5 for 1979. 

For every doiler of Federal funds spent, $5.40 worth of energy was saved. The study 

attempts to include in the savings estimates only savings directly attributable 

to SECP, conzrcllinzg for the effects of price increases by comparison group 

surveys conducted by the state energy offices, or "attribution" factors available 

in. ether, stuctes, 7 
According to another_DOE study, EES clients in the ten pilot states saved 

the equivalent of 6,400 barrels of oil per day beyond what would have been saved 

without the cregram. The cost of achieving these additional energy savings 

averaged $8.50 per barrel of oil equivalent. Compared to the cost of buying a 

barrel of imported oil ($30 - $35), the EES is clearly cost-effective. . For 

1980 it is estimated that 6.9 million barrels of oil equivalent was saved 

beyond what would have been saved without the program. 

Examples of Ctete Measures - : a : 
Examples cf effective state EE are numerous. I will. 


describe to you a sampling of measures to illustrate the nature of the programs 


states have uncertaken. 
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eae] Boiler Ee tictency Improvement Seminars | 


Boiler efficiency improvement seninars are popular and quite widespread 


éemeng the states. 

This SECF iEeasure alone Pa Pe in one state - the state of New York - 
=ore than pays for the entire national cost of the SECP and EES programs... 

Let me describe the New York ata p los in greater detail. 

For the purpose of providing practical information on fee een and improving 
the oaitiiapala o= boilers to operators of large heating systems, the New York 
State Energy Office conducted a series of 19 two-day seminars in 11 different 
cities since July 1979. These seminars trained approximately 1,100 boiler 
operators in New York State from schools, colleges, hospitals, industries, businesses © 
oe office buildings. 

Program e‘‘aluation efforts indicate that’ the seminars have resulted in total 
estimated annual savings of 115 million equivalent gallons of oil valued at about 
£95 Sheil at current prices. The combined national cost of the SECP and EES 
Programs in 1920 wes only $72.8 million. | 

Specifically, as a result of the seminars: 

° the avereze annual saving ae facility where efficiency improvements 
were achieved as a result of the seminars is about 185,000 equivalent 
gallons of oil valued at $150,000. 

° eighty-three percent othe facilities represented at the seminars 
‘increased the efficiency of ae boilers by an average of 3.4 percentage 
points. 

ee etet. tive percent adopted at least one energy savings measure as a 
result of the seminars and forty-seven percent adopted from one to 
four conservation measures. | | 

° | Statewide Energy Conservation a 
As of January 1, 1981, 47 states had adopted voluntary or foe oe eds 

codes ree new buildings.* 


1969 Federal and State Actions in Zner Codes, Standards, Legislation, and 
Regulations. National Conference of States on Building Codes and Standards, 
Tnc.° January, 1981. : 
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Im Oregon, fcr example, every new commercial and residential husldtnee Ro 


is required to meez statewide energy conservation standards. A recent “study aos aewea oa 


. 


"estimates that Orezon' s 1974 residential code (which has since pe subst y 


upgraded) reduced space heating energy use in natural gas heated homes by 40. "ets eae % 


percent aoapaced with homes built before the code took effect. ey on Sat e: 


New commercial and institutional buildings constructed in Oregon are not it a 


permitted to exceed naximum lighting power standards, and Oregon has a voluntary 4 5- aid 


lighting power standard for existing buildings. With federal funds workshops. hon” 21323 a 


have been conducted for architects and engineers to assist them in complying with — isis 


the lighting standards and the structural code conservation standards. Federal oteteaia 


funds are also enabling the Oregon State Homebuilders to conduct training sessions ‘jon 


en energy-effitient construction techniques that comply with and often exceed 
code requirements. Pd = . aa 

Oregon law recuires new multiple-unit residences to have separate electric 
metering for each unit, a requirement that a 1975 Federal Energy Administration 
study estimated could result in per unit electricity savings of about 35 percent. 
In additica, natural gas Eas water heaters, clothes dryers, ranges, ie 
pool heaters sold in Oregon are required to have intermittent ignition devices to 
eliminate dilot light waste. 

° Incustriel and Commercial Audits, Seminars, and Workshops 

Another populer measure in the commercial and industrial sector is energy audit 
programs. On site audits, seminars, and workshops for Illinois industrial and 
ids ene ek community showed energy savings of 13 trillion BTUs in 1980. This 
enounts to between S9 -36,000 per year per oer andteads Savings figures were 
based on follow-up surveys and show: savings ieeeels attributable to the audit. 

arc of audits which have been undertaken include: 


1, United Airlines Ground Seren ore facility at O'Hare revealed $113,990 


annual energy savings opportunities. 
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oe = ometec= Vaite Metal Castings, a producer of aluminum magnesium 
anc zinc castings, could save 15% of their energy consumption. 

3. Mother “cSee's restaurant in Kankokee was shown ateas' where they 
coulz save up to 19% of the restaurant's current energy use. | 


° Enerzy E=ficiency Procurement Practices 


All states have begun energy efficiency procurement practices under the 


SECP. It is estimeted that efficient procurement practices in Washington State 


saved 90.49 x 10° “sTUs in 1980. These savings were achieved through the use of - 
eaaeivak in state vehicles; the recycling of waste drain oil; the recycling of 
scraps from the stete printer into scratch pads; the use of econ-o-watt lighting; 
the purchase of =ore energy ici niant automobiles and trucks; and the use of 
pellitized wood «waste fuel in Western State Hospital and the Solider's Home at 
Crting. The tctal dollar savings of these measures are estimated to be $9,265,800 
with a cost of only $194,955 through 1980, resulting in benefit/cost ratio of 47.53 


ta 1.* 


fe) Inst<ztutional Conservation Program (ICP) 


This srograz zrovides financial assistance in the form of matching grants to 


eic¢ several <vre= ci institutions in identifying and implementing energy 


conservation activities in their buildings. 


The statewice savings that resulted from energy audits of about 3,300 


‘Illinois schoo: carDuses under the federal ICP program is estimated to be $6,930,000 


during fiscal veer 1980. The energy saved was 2.518 trillions BTUs. In more 
eelevent terms, the energy Beaeea airing 1979-1980 school year was 
ae the equivalent of 432,300 barrels of oil, which, laid end to end 
would connect the ee of Iran and Iraq; or 
oa would pay all the fuel and electric bills for about 200 Illinois 


schools for a full year. 

* Energy savings calculations were provided by the Washington Department of 
General Administration, State Purchasing Division. The savings were broken 
down by functional areas. Each area is assumed to save a specific fuel type. 
€.g-, automobiles using gasohol save gasoline, heavy trucks save diesel fuel, 
etc. Dollar tenefits were then calculated for each fuel type and totalled. 
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The need Scr = strong, effective low-inzome weatherization program will be 
ese ectally pres sin: ziven the eeeeheeer of exergy prices. Peredaitures on 
weetherization cen Zecrease the future need for direct payments. in the ous 
of fuel assistence. : : r R tat oom Ea 4 
. Although chere were significant problems with the low-income weatherization . 
program in earlier vears, especially in the use of CETA labor, the program over. 7 


the past years hes droven itself effective in getting homes sdcoahareito According 


- 


to DOE studies, the program has weatherized 265, 182 homes in ‘FY 1980 with . fosloeng 
expenditures of $1&2,982,673. This compares to FY 1979 figures of 118,200 

Bones vecceneiee end expenditures of $39,937;746. Production increased by 

2247 over FY 127¢. Tne savings per dwelling are permanent savings. The equivalent 
c= over 2 nillior tzerrels of oil will be conserved each year in the 860,000 
wearherized so Zar zhrough the DOE programs, avoiding cost of $64.5 million. 


The stare of Meine, for instance, has weatherized approximately 20,000. 


dwelling units or eimcst 1/3 the eligible low-income households in the state. 


Recognizinz =he necessity of .low-incone seatherization in light of Maine's 
high percentage o= _ow-income and elderly cit=zens, “the state appropriated $1 
million to acd <o tue federal grants. If federal support continued at the same 
rate, the stete o= Maine would expect to reach the remeining 50,000 eligible © 
It appears that tne Administration will propose to include veatheri@aetam 
as an allowabie funczicn under the Community Development Block Grant (CDBG) _ 
"under HUD, but with no additional CDBG funding. Our fear is that the low-income 


« 


weatherization trozrem will be lost entirely .anidst the other responsibilities 


‘under the CDBG rrozreén. 
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<r Zz. <7.< Residential Consumer 
In Nex Jerse, as well as in other states, false savings claims for flue 
dempers for kore furnaces and boilers were widely advertised for almost a year 
until it was shown that the savings were mostly achieved by simple adjustments 
te boiler ané furnace burners, dene: than the $500 flue damper itself. As a 
result of New Jerse: regulations requiring oil dealers to measure burner 
e:ficiency on én annual basis, homeowners can now achieve similar savings for 
a $10-20 fee, sor the cost of the efficiency test. The $500 they would have 
spent on a flue Carper can now be used more effectively on insulation, improved 


burners, or other proven conservation measures. 


This is o=ly cne aspect of a comprehensive program in New Jersey to address 


the needs of tie residential consumer. For instance, the Home Energy Savings 


Prozrem offers all New Jersey occupants of one-to-four family dwellings an 


energy aucit d=velcped by the New Jersey Department of Energy and performed by 


. trained utility enc fuel dealer personnel as well as a variety of other con- 


s2r-aticn infcrmetion. In the sixteen months the program has been in operation, 
3,209 eucits anc 26,900 oil furnace combustion efficiency tests and 100,000 


Fieces of ccnservaticn literature have been delivered. The program was a 


precursor te the national Residential Conservation Service program in which 


éelmost ali stéztes ere now participating. 


-né Plight cf:the Renter 
The z=arket does not encourage landlords: to make cost-effective energy 
iaprovenents to their property. Most tenants in Minnesota pay their ow 


heating bills. As fuel prices increase, it is the tenants, not the landlords, 


. 


thet are affected, but the tenants have no incentive to make improvements to 


- 


é building they may occupy for a short time. In today's tight housing market, 


landlords that do pay the utility bills can easily pass these increases on to 


their renters. Even if landlords were prohibited from passing increases in 
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energy costs ca tc their tenants, they woulé not make as marly improvements . 


as knowledgeazle homeowmers since they are able to deduct energy costs as 


operating costs and therefore do not feel the full effect of increasing prices. de all 
Minnesota law requires residential rental property owners to make certain © : Se 

energy ef Cl ches improvements if the improvements will pay Pat themselves in less 

than 10 vears. Caulking and weatherstripping standards are in effect now and w= 

additional standards for insulation, storm windows, storm doors and positive AB3- 

’ Si fent pce saber enete go into effect in 1983. The Energy Agency will be pre- 

paring materials to inform landlords what is required and how to calculate savings. 
Estimated energy savings for Residential Rental Retrofit for 1981 are 


2.36 x 101? Bru. 


As mentioned earlier in my testimony, preparing for energy shortages has 
been another najor responsibility which has fallen to the states. Efforts by 
the Ohio Departrent of Energy to prepare for energy shortages illustrate the 
significence cf state activity prior to an actual supply disruption. The 
Dhio Depertment of Energy has developed computer model simulations for supply 
contingencies which can be used to 1) test proposed energy Rs Ey plans prior 
es their actual use; 2) monitor fuel supplies; and 3) —* the timing of 
curtailments during actual electric emergencies. 

- The Ohio DOE undertook a full simulation of a hypothetical supply inter- 
ruption with representatives pra all the major Ohio utilities. The scenario | 
for the simulation was a summer coal supply interruption starting June 1, 1978. 
Summer peak load information, system burn rates, coal and non-coal generation, — 
expected percentage conservation from each phase of the emergency plan and - 
expected reduced levels of coal delivery were provided by the utilities. A 
computer code was developed to calculate state-wide normal and actual burn days 


for each utility. The code keeps track of daily coal deliveries and coal con- 


eer. ee. 
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GOOD MORNING, My name is Gardner McBride and I am the Executive Vice 
President of the Building Owners and Managers Association International 
(BOMA). Our association represents the owners and managers of nearly a 
billian Babar feet of office properties. We have collected data on 
member buildings for 60 years and were the only property based associa- 
tion to participate in the U.S. Department of Energy's Voluntary Business 
Energy Conservation program starting in 1977. At that time our industry 
was able to demonstrate savings of over 28% compared to a base year of 
1973. Further improvements in energy conservation followed in 1978 and 


1979: 2353 


Nowhere is the United States government's objective to conserve energy 
more warmly received than in the office building industry. There is a 
clear awareness of energy's vital role in underpinning our nation's 
economy and in assuring the national security. During the current Seriod, 
it is essential for conservation to stretch existing energy supplies. 
However, conservation also plays a more immediate role than just long 
term self-interest. Energy is the largest controllable expense of BOMA's 
membership, whose annual energy bill runs well over a billion dollars -- 


making conservation necessary for survival in a competitive marketplace. 


Clearly, BOMA's membership has a major stake in the activities of the 
U. S. Department of Energy, and my intention today is to present BOMA's 


position on energy conservation and the necessary research and develop- 


- ment needed to develop information upon which to base any comprehensive 


energy conservation program for the building community - whether it be 


@ government program or a program initiated in the private sector. 


76-703 0 - 81 - 32 (6b) 
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WHAT WE HAVE LEARNED FROM EBTR € OV THOM GOO 


% 


tushtes ree 

During much of 1979 and 1980 our industry operated under federally _ (aod ; 
mandated temperature controls as prescribed by the Emergency Building  — 
Temperature Restrictions (EBTR) Plan. We closely monitored 120 buildings 
for the conservation effect of temperature controls in buildings and 
were able to document a 2% energy savings specifically attributable to 
temperature controls although preliminary expectations had been higher. anu 

pf Ev eks 
It became clear during the course of the EBTR Program that temperature ~~ 
controls alone were not an answer to conservation of scarce fuels. We 
did, however, learn that secondary "awareness" effects of tthe Emergency © 
Buildinog Temperature Restrictions (EBTR) Plan resulted in sctond fae >TO 
additional savings. It is obvious that federal programs such as EBTR © 
must allow for the many individual differences in buildings across the  — 
country. More research is needed to be able to fully understand the 
range of operating methods used today and we fully approve of the intent 


of the Administration to emphasize energy research. 22 


On the other hand, while research is needed, what the EBTR Program taught 
us is that no amount of research can replace practical implementation 


of energy conservation strategies, programs and products. 
PRODUCT TESTING UNDER FIELD CONDITIONS NEEDED 


The mixed success of the EBTR Program is representative of the general 


experience of our industry with many of the energy conservation solutions 


nly = 
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both public and private, that have been presented to the industry. The 
greatest single need we have is information on product and program relia- 
bility under actual field conditions and étsabtive communication of the 
results. 

Without such information, barriers exist ‘to significant further progress 
on an industry-wide basis. Barriers in the form of unwillingness to try 
new products or services unless very short term paybacks seem likely. 
Barriers that could easily be overcome by relatively simple programs of 
product and system testing such as the one currently suggested in Unsoli- 
cited Proposal #P-8100163, the "Living Laboratory" suggested by the 
Apartment and Office Building Association of Metropolitan Washington (AOBA), 
where members of the association would volunteer to install unproven 
devices in their buildings, test them under actual working conditions, 


and report the results, good or bad, in the industry trade press. 


Low cost programs such as this, while not purely research, are highly 
leveraged ways to use public funds for significant conservation benefits. 
More importantly, perhaps, they do not duplicate what is already being 
done. Programs using trade associations and such already created and 
working groups as AOBA or the National Institute of Building Sciences 


. build on groups already credible to the industry. 


§ We have reviewed the proposed budget cuts by the Administration in the 


. 
. 
\ 
} 


Buildings Division Program Areas for FY 82. We are concerned that prac- 
tical and needed programs such as "Living Laboratory" will not find a 


place in the reduced activities of the Buildings Conservation Programs. 


= = 
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Essentially, of the five program areas originally funded: Building  ~— 


Building Energy Performance Standards, all but one area, Building Energy = | 


Sciences, have been zeroed out. 


Clearly, this approach would not meet our conservation assistance needs © 
as an industry. As a result, we would forego significant reduction of © 
our national dependence on foreign oil. Tries 


As an alternative to the current Administration proposals, we suggest = | -4 
the reorganization of the Buildings Division Programs into three areas: 

Building Energy Sciences - funded at the suggested level of $13,900,000 

and augmented by an additional $700,000 to continue the research portion = 3 
of the Building Energy Performance Standards (BEPS) on life cycle costs, 5 
and another $1,000,000 to upgrade the lighting research to the level pro- 

posed under the original Carter budget. Close examination should wea be md 
given to the remaining $4,100,000 of the BEPS research budget for while 

BOMA testified against the BEPS Program as it was proposed, the technical Mi 
reports to be done for major standard metropolitan statistical areas seemed 


worthwhile doing. 


A second area that would appear worthwhile from our point of view would 


be Field Validation which we suggest funding at $1,800,000. 


A third area would be Information Dissemination. If all these efforts 
were concentrated on passing on information through existing channels 
such as trade press and associations, we believe that funding of $600,000 


should be adequate. 


=—4— 
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Together these changes would amount to an additional $4,100,000-$8,200,000. 
We do not believe that it would prove necessary to greatly expand the 
staff management needed to administer these funds and, in fact, would 


be opposed to seeing very much of these funds go for DOE staff enlarge- 


ment, 


In terms of where the money could be found, we suggest the Committee 
_ look into the 1.7 billion dollars being spent on nuclear energy and 
ask if it might not be worth speeding up conservation enough to make 


that much nuclear development less urgent. 
SUMMARY 


Research alone, without reliable reports of its practical application 
1 and realistic assessments of what it will take to transfer new technology 
| into industry practice, may prove to be of Significantly less value in 


addressing America's current need to conserve scarce energy resources. 


Our industry respectfully requests that when the Building and Community 
| 
Systems budget is reconsidered, that funding be provided for technology 


testing and transfer as well as technology research. 
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I. INTRODUCTION 

This paper is written in response to the Reagan Administration’s FY 
82 budget cuts, in which the Department of Energy’s Office of Buildings 
and Community Systems program is reduced to less than one-third of 
Carter’s FY 81 budgets In our judgment, these cuts will drastically 
reduce the research activities on energy efficiency in buildings. The 
immediate effects of the cuts will be to halt a multitude of valuable 
the effects will extend well beyond the research community. In the 
absence of essential research, information, and analysis programs on 
energy efficiency in buildings, much of the progress that the market has 
made in improving the efficiency of energy use in buildings will be 
slowed, to the detriment of all. 


It is our thesis that there are several areas of research, and 
related activities, on building energy efficiency in which the federal 
government has a critical role. These areas include: 


oO Research in building science to advance the state of knowledge 
and to solve social problems (eg., indoor health effects). 


o Programs to accelerate market acceptance of cost effective 
investment in energy efficiency, including: 


—- energy efficiency labeling programs; 


~~ research and development that is unlikely to be undertaken 
by the private sector because it cannot be patented; 


~~ near-term technology development that the private sector 
is not organized to undertake, in spite of potentially 
large payoff. 


© Government information programs for forecasting, planning, and 
analysis, so that the government has sufficient information to 
make informed decisions. 


II. OVERVIEW 


We agree with an important element of the Reagan Administration -- 
deregulation of oil as gas as soon as possible, and letting the market 
respond as fast as it can. 


But we argue that market response in the buildings sector will take 
about 20 years unless the Federal Government takes some limited but 
critically important leadership role to accelerate market response. 


Our annual energy bill is now over $1 billion/day ($400 billion per 
year), and one third of it goes to the buildings sector. Market 
response will eventually save about 1/3 of that, or nearly $50 
billion/year in buildings. So every year that we can advance that 
response, we save tens of billions of dollars. 


-2-; 
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Moreover, the eventual resource energy savings in the buildings sec- 
tor alone are comparable with our oil imports for all sectors. Can we 
then afford to hold our energy economy and our foreign policy hostage to 
its own built-in inefficiencies any longer than necessary? 


In cars and appliances, as we shall see below, there is a lag of 
about ten years between energy price increases and the market’s response 


of maximum efficiency. In buildings, this lag is much longer, 10 to 20. 
or more years. In the time scale of oil supply -- where there are wars, ~ 


revolution, and instabilities every few years -- a potential maximum 
efficiency advance of ten years is indeed a significant help towards 
reaching energy stability. 


If there is a case to be made anywhere in the U.S. economy for 
government actions to accelerate market response to rapidly changing 
prices, surely that case can be made most validly for building energy 
use. 


III. CATEGORIES OF PROGRAMS THAT MERIT SUPPORT 


In this main section of our paper we present 5 categories of Federal 
programs which reduce the life-cyele cost of buildings (without 
compromising their amenities) and improve indoor air quality, thus 
decreasing the present death rate from breathing radon daughters and 
other indoor pollutants (see the Box on Indoor Air Quality). Yet 
Federal programs in all five of these areas are being drastically cut. 
We shall show that this is unwise. 


Before proceeding through our categories and examples, we should 
mention a current report by Hirst et. al.,! of Oak Ridge National 
Laboratory. They address these issues for all end-use sectors, while we 
confine our remarks to buildings. Hirst et. al. give 15 examples of 
cost-effective programs, in the form of l-page exhibits. We reproduce 
at the back of this report a table of contents of Oak Ridge paper, to 


encourage the interested reader to obtain this paper. 


CATEGORY A. RESEARCH ON BUILDING SCIENCE, INDOOR ENVIRONMENT AND 
HEALTH EFFECTS. 


This is an area which is clearly the responsibility of the public 
rather than the private sector. Exhibit 1 describes the Ventilation and 
Indoor Air Quality program at Lawrence Berkeley Laboratory. 


We also introduce Figure 1 to show that we have developed and tested 
hardware both to detect radon gas and control it effectively. Figure 1 
shows the concentration of radon in a home in Mt. Airy, Maryland. The 
measurements cover two weeks. The non-scientific reader can best inter- 
pret the vertical scale by using the coarse rule of thumb that one unit 
corresponds in lung-cancer risk roughly to smoking one cigarette a day 
(which doesn’t bother most of us), so that the maximum of 30 units 
corresponds to every man, woman and child in the home smoking 30 
cigarettes a day (which is, a much more serious matter). 


—- eC 
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Example 1 


INDOOR AIR QUALITY 


In the United States, the natural infiltration of outdoor air causes, on 
the average, a complete exchange about every 1.5 hours of the 1,000 lbs. of air 
in the typical house. This is called 2/3 "ach" (air changes/hour). This 
-Matural exchange dilutes the indoor pollutants: combustion products, organics 
‘outgassing from particle board and furnishings, radon outgassing from soil and 
building materials, odors, water vapors, etc. 


In 1975, in Sweden, a new building code, SBN 75, was passed with the in- 
tention of limiting natural infiltration in Swedish homes to 0.2 ach. Additional 
ventilation, to supply a total of 1/2 ach, was provided by mechanical means. 

This program was delayed because of problems with indoor air quality. Measure- 
ments (some of which could have been made before the code was written) showed 
that even the accepted 0.5 ach was inadequate for some homes. By inadequate we 
mean that at 0.5 ach (in Swedish homes) pollutants might build up to undesirable 
levels. Two pollutants of concern in Sweden and in the U.S. are radon and 
formaldehyde. Radon is a radioactive gas which breaks down into substances 

which increase the risk of suffering lung cancer. Formaldehyde is an irritant 
organic chemical. . eri 


_ LBL has also measured the radon gas in many homes. Exposures of the entire 
population, even to typically measured indoor concentrations, May cause 
2000-20,000 lung cancers in the United States per year. Even more serious is 
the risk experienced by the several percent of the homes that have much higher 
concentrations. These would require special control measures. 


One possible control measure is the supply of additional ventilation air 
using an air-to-air heat exchanger. In Europe and Japan there is a well estab- 
lished residential heat-exchanger industry. In California, LBL has set up a 
heat exchanger testing facility and has tested many foreign units. Only in 1980 
did the first U.S. potential manufacturer present a prototype for testing. 


In the United States in 1979, LBL made measurements of organic pollutants 
in one new home, equipped with new furniture, and found formaldehyde at levels 
which could cause discomfort to occupants. We do not yet know how long it 

takes for this formaldehyde level to subside, nor have we yet received funds to 
set up a laboratory to follow outgassing. 


Because of the ignorance about indoor air quality and its cures, home-owners 
are understandably worried about tightening their homes, and builders are con- 
cerned about building tight new homes. 


Even if we callously ignore the health effects of indoor pollution, we can 
consider its economic impact. Not until we understand the problem, can we 
confidently reduce infiltration. Reducing infiltration by 1/4 ach would mean 
an annual fuel saving of 100 therms of gas or 75 gallons of oil. Nationwide 
(including electrically-heated homes and air conditioning), this translates into 
0.8 quads of resource energy, costing $5 billion/year. Yet DOE spends only 

$2 million/year on general indoor air quality research. EPA spends more, but 
only on special problems like the Love Canal. 


To pay for itself, then, the present tiny indoor air quality program only 
has to advance by 4 hours the happy day when we can confidently tighten our homes. 
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The home was aired out, and then the windows were closed as the experi- 
ment began. We see the radon build up over about one day, and level off 
at about 30 (cigarettes/day) until an air-to-air heat exchanger was 
turned on. The level promptly dropped to 5 (cigarettes/day) for a few 
days. Then the mechanical-ventilation / heat-exchanger was turned off 
and the radon rose again. This time the natural infiltration rate was 
higher (it was windier or colder) and the radon level rose only to 20 (a 
pack aday). Finally heat exchanger was turned to a higher setting and 
reduced the radon to safe levels. These heat exchangers retail for $250 
for window unit to $500 for a central unit, and demand only 50-150 watts 
of electric power. 


If the radon level in this energy-efficient home dropped only to 5 
at 0.5 ach, it seemed likely that there was a high concentration of 
radon in the soil gas in the neighborhood, and that conventional, leaky, 
homes should be measured also. LBL wrote a contract with Geomet to sur- 
vey 59 homes, and their report“ confirms our suspicions. Four of the 
homes have radon levels of over 10 on the main floor (two are 25); one 
basement of a conventional home measured 6/7. On the basis of this 
spotty evidence, and similar results in Pennsylvania, we worry that 
perhaps one percent of the homes (with over 2 million occupants) in the 
US may have radon levels above ten, where remedial action would be indi- 
cated. 


Finally, to convey the importance of this new field of. indoor air 
quality, opened up by DOE-sponsored research, we show a gas chromato- 
graphic spectrum of indoor pollutants sampled in new office space at 
LBL, compared with the air outdoors. Each of the indoor peaks 
represents a separate organic compound which needs investigation, and 
perhaps control measures. 


z = ee See 


ee more 


Fig. 1 INDOOR RADON CONCENTRATION 
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59 Homes in Mt. Airy, Md., surveyed by GEOMET for LBL. 
GEOMET Report ES-877, Jan. 14, 1981 
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Note by A. H. Rosenfeld: on the top two histograms, the unit of 1 nCi/m3 
is the same as the 1 pCi/l in Figure 1, and is roughly equivalent in lung 
cancer risk to one cigarette per day; 20 is about a pack a day 


Figure la. Frequency distributions of radon concentrations and 
working levels of Rn progeny (basement, main floor) and infiltration 
for all homes in survey. 
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CATEGORY B. PROGRAMS THAT ACCELERATE MARKET RESPONSE 


Market Lag in Energy Efficiency Investments 


One of the most critical issues to the assessment of the federal 
role in energy conservation is the evaluation of what the market is 
likely to do without government involvement. We have sought answers to 
the following questions: 


o What has been the historical response of the market to rising 
energy prices and to an increasing awareness of potential U.S. 
energy problems? 


o What is an economically sound and socially desirable market 
response in the building sector to current and projected energy 
prices? 

o How can one quantitatively evaluate the degree to which the 
market lags behind the desirable market response? Spi. 


o If the market is lagging or ufresponsive, what are the key fac- 
tors that cause this phenomenon? 


o What are the impacts of a market lag? 


o What can be done to overcome market lags in investment in 
energy efficiency in buildings to avoid the worst impacts? 


These are very difficult questions and we can only summarize 
the results of our investigation here. (Additional information is 
available in a forthcoming report by M.D. Levine.) 


In this section we shall discuss new homes in Figures 3, 4, and 
7, and auto and commercial buildings in Figure 5. 


New Homes 


The first three questions are addressed for new residential 
buildings by the information presented in Figures 3 to 4, which 
apply to homes heated by gas and electric-resistance respectively. 
The top curve in Figure 3, with circles at 1972, 1975, and 1979 are 
average U.S. building practice on those dates, as surveyed by NAHB 
and translated into energy by computer analysis, using Lawrence 
Berkeley Laboratory’s DOE-2 Computer program. Clearly, new homes 
are slowly getting thermally tighter. 
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Energy use for space conditioning in an average 
new U.S. house (gas heating) (mm Btu/yr) 
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Figure 3. Market behavior and energy conservation in gas heated new houses in the U.S. * . 


* Based on LBL analysis of NAHB survey data on 300,000 houses constructed 1976-1979 
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* Based on LBL analysis of NAHB data 99,200,000 houses constructed. 1076-3870. 


a 


Aprii473° 1981 


iv The wedge starting at 1980 is our estimate of the uncertainty 
in projecting this trend. Additional research underway at LBL is 
attempting to narrow the range in this uncertainty. The lower 
curve, connecting the X°s, represents the energy use by a simulated 
home built in the same years with all conventional cost effective 

| conservation measures, using gas and electric prices for those 

SS years. We note that the homes with cost effective conservation 
measures use only about 2/3 as much energy as the real ones, and 

4 also improve with time. 


: Economists use a consumer discount rate to describe the shift 
between the pcAfect least- cost strategy -- the crosses in the 
diagram -- and the actual market decisions, the dots. The crosses 
assume the home-owner invests at a discount rate of 3% real, that 
is about 13% when present inflation is included. The "actual" dots 
correspond to a discount rate of 15% real. 


Suppose we were to assume that fuel prices miraculously stopped 
rising after 1978-79, so the home with cost effective conservation 
in that year would also be the cost effective solution for the next 

i decade or two. We then ask how long it takes the wedge to get down 
: to this 1979 least-cost level. The answer is 6 to 14 years -- in 
other words, the length of time until our "projected market trends" 
(a very wide band) intersect the upper of the two horizontal lines. 


The actual lag is, of course, longer than that, because new 
technologies will come in and pull down the least-cost line, and 
[ because energy prices will in fact continue to rise. 


| To illustrate the first point, we have introduced the concept 
; discovered during the early 1970’s of cutting the rate of natural 
infiltration of outside air with the use of a plastic vapor barrier 
with careful sealing of all seams -- and then restoring fresh air 
with mechanical ventilation through a heat exchanger. This’ -tech- 
Mique adds about $400-700 to the cost of a new house, but saves at 
least 75 gatlons of heating oil, or 100 therms of gas, each year. 
The lower X for 1979 shows this new cost effective technology with 
mechanical ventilation, and the horizontal lines labelled "low 
infiltration" projects that case into the future, again with no 
increase in fuel prices. In that case, the market wedge crosses 
the "low infiltration" line after 14 to 30 years. 


Figure 4 illustrates the market response in houses with “lec- 
tric resistance heating. In this case, the lag is far greater than 
for gas heating, primarily because the higher price of electricity 
justifies much greater investment in energy efficiency improve- 
ments. The data show that the investment in energy conservation in 
houses with electric resistance is in fact no greater than in 
houses with gas heating, in spite of the greater payoff from _ such 
investment. Thus, the market lag in this case is at least 14 years 
(for the implementation of traditional conservation measures) and 
greater than 25 years (for low infiltration measures). To make 
matters worse, these lags are based on an optimistic assessment of 
market response (judging from past experience), and the lags could 


ay 
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be very much longer unless there is a rather radical departure from 
past behavior of the market. The consumer discount rate 
corresponds to a surprising 40% real, equivalent to a 2 + year pay) "s 
back on the initial investment. “3c s 

The reasons for the sluggishness of the market in investing in 
higher energy efficiency in buildings are not fully known. In our 
judgment, the most important reasons are the lack of highly reli- — 
able information on the costs and benefits of efficiency improve- 
ments easily available to the home buyer and home builder. The 
difficulty and high cost of obtaining reliable information means 
that decisions are often made with inadequate information. This 
appears consistently to lead to an underinvestment in energy effi- 
ciency; the difficulty in raising capital for houses tends to make 
the problem even worse, in spite of the fact that a cost effective | eK. 
investment in energy efficiency will lead to lower monthly fuel | 
bill plus mortgage payments. ’ 


a) Pre 


The economic impact of this underinvestment in energy effi- 
ciency is significant and adverse. If approximately 1.5 million 
new homes per year consume 30 million Btu each more than is econom- 
ically desirable, this is an annual increase in the U.S. energy | 
bill of $315 million, for residential space conditioning alone. 
These houses last many years, and the extra fuel costs accumulate 
year after year (unless the houses are later retrofitted, at costs 
often much higher than efficiency improvements in new houses). In 
fifteen years, the annual needless extra expenditure on energy for 
space conditioning just the new houses built in this time period is 
$4.7 billion, if the market fails to catch up with the optimum 
investment in energy efficiency.” In the more likely case (in Fig- 
ures 3 and 4) that the market does continue slowly to close the gap 
between actual and economically desirable investment in energy 
efficiency in residential buildings, the annual extra fuel bills 
for space conditioning just for new houses built over the next fif- 
teen years is in excess of $2 billion. 


The foregoing discussion provides a rough but quantitative 
assessment of the problems of the market unresponsiveness and lags 
in residential efficiency investments. 


Autos and Commercial Buildings 


Having shown a lag of about 20 years for new residences, we 
turn our attention to autos and commercial buildings. We shall 
show that autos, under the pressure of mandates and foreign com- 
petition, seem to be responding in about 10 years. Commercial 
buildings also seem to be responding rapidly. 


For cars and office buildings we have not done any simulation 
of optimum efficiency. Rather, we have simply plotted in Figure 5 
the European competition, which is probably not optimized for 
least-energy-cost, but at least is closer than U.S. Products, as 
seen (for cars at least) by the success of foreign imports. 
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Fig. -5 Horsepower Race, Autos vs. Office Buildings. A 40-year perspective, measurements vs. calculations 
Sources: Society of Automotive Engineering Transactions, 750957; J. Pierce, 1975, Scientific American 232.1 
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(Jan 1975); F. von Hippel, 1980, "U.S. Transportation Energy Demand - Draft Report," (July 1980). 


Buildings: Energy Efficient Buildings - Draft Report, LBL 11300, EEB 80-6. 
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Note the similarity in shape of the two curves for cars; the 
top one labelled "Federal Minimum Standards" shows the target US 
new car fleet average; the bottom one shows some efficient European 
cars which are closer to the U.S. economic optimum. The US fleet 
average trails the optimum by at least 10 years, would trail more 
were it not for EPA miles/gal labels, and might have trailed even 
more were it not for the mandatory standards. It is interesting to 
note that the 1985 standard of 27.5 miles per gal. when proposed in 
1975, was greatly influenced by the availability then of the Mer- 
cedes 240 D, which already achieved 28 mpg, and was judged to be 
acceptable to Americans and near the economic optimum. 


Swedish buildings are heated with hot water from district heat- 
ing systems at prices comparable with US fuel, or with electricity 
at prices comparable with U.S. electricity. The buildings would 
use the same amount of energy if they were at the economic optimum, 
but even the Swedish buildings are probably not yet at economic 
optimum. Even so they are about 10 years ahead of the U.S., under 
the optimistic assumption that U.S. buildings will economize as 
fast as would have been required by BEPS in 1985 and will reach by 
1990 the life-cycle optimum design for 1978. 


The remainder of this paper discusses the appropriate role of 
the Federal Government. 


CATEGORY Bl. INFORMATION PROGRAMS AND LABELS FOR CARS, APPLI- 
ANCES, HOMES, AND BUILDINGS. 


After the 1973 oil embargo, the Congress imposed first a volun- 
tary appliance labelling program, and then when that failed to pro- 
duce very many labels, a mandatory labelling program, to be fol- 
lowed in 1981 by mandatory standards. 


For buildings, labels were never considered, but mandatory 
standards were to take effect in 1981. Many utilities sponsor 
voluntary labelling, and Florida has a mandatory program. 


Mandatory auto fuel economy labels took effect in 1975, and 
have been at least partly responsible for raising fleet 
miles/gallon from 14 in 1975 to 27.5 in 1985. The gasoline con- 
served by this doubled efficiency costs the consumer about 40c¢ per 
gallon saved -- generally considered an excellent investment com- 
pared to the alternative of paying $1.40 per gallon purchased. 


1. The case for labels. 
Labels induce consumer confidence to invest in superior appli- 
ances, homes, and buildings, both for their energy savings during 


his ownership, and because the labels establish a resale value for 
the investment. 
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Example 2 


PG&E’s Energy Labels for New Houses 


Edison Electric Institute’s National Energy Watch covers many label- 
ling programs. We describe here one with which we are familiar. It is 
. inducing builders to invest about $375 for improvements which save 375 
therms/year of resource 4 energy. This corresponds to a cost of con- 
served energy of 7¢ per therm saved > i.e. about ten times cheaper than 
the "third tier" California price of gas and electricity. In 1977, Cal- 
ifornia adopted a mandatory building energy code (Title 24) which is 
periodically updated, but is still far from a least-cost design. So 
Pacific Gas and Electric Co. awards "points" to builders for features 
beyond those mandated. 


Under Title 24, a Northern California home uses about 400 therms 
annually for space heating, plus 300 for water heating, plus 8500 kWh of 
electricity (equivalent to 1000 therms of resource energy); total 1700 
therms, 


Each PG&E point corresponds to an annual saving of 3 therms (or 30 
kWh). To qualify, a builder must reach a threshold of 50 points. If he 
chooses to go beyond this threshold, PG&E will so certify and pay him $2 
per additional point. PG&E's experience is plotted in Figure 7. 


Builders have discovered that Energy Conservation Homes are popular 
and sell fast, so 60% of all new "connects" now qualify, and the average 
number of points is 75, i.e. 25 beyond threshold. This is a potential 
savings of 225 therms (13%). One large builder, Presley Homes, adver- 
tises 150 points (450 therms, i.e. 262 better than Title 24). For com- 
parison, PG&E estimates that even the average non-qualifying home is now 
25 points (4%) better than Title 24. A sample score-sheet is attached, 
filled out to show how a builder can reach 125 points (one therm/day) 
for $375. 


Inspection. Before awarding the certificate and $2/point incentive, 
PG&E representatives inspect between 10% and 100% of the new homes. 
This service is popular with builders because the inspection often 
uncovers poor work by subcontractors. 


PG&E has surveyed owners of Energy Conservation Homes. They respond 
that the homes are comfortable, and feel, on average, that the features 
they purchased are worth $800, to them as Owners, and at the time of 
resale. This is an interesting clue that the market can recognize 
energy efficiency in labelled homes, just as it now places a high value 
on energy-efficient cars. 


The PG&E program has been judged so successful that a form of it 
will be taken over statewide by the Calif. Public Utilities Commission 
in July 1981, and tied to the California "line-extension credit plan." 


Conclusion. 


The present authors agree with President Reagan that decontrolled 
energy prices will lead naturally but slowly to more efficient build- 
ings. But credible labels are a dramatic aid to market forces, and will 
advance the market response by many years. In its haste to abolish man- 
datory standards for appliances and buildings, the sdministration should 
not overlook labelling, and should provide the appropriate tools and 
infrastructure. 
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Figure 7. Total use of gas in new gas-heated homes supplied by Pacific Gas and Electric Company in ‘ 
Northern California. Open circles are average billed use of gas for homes built in the year indicated. 
The solid dot is the calculated gas use of the average home qualifying in 1980 as an Energy Conservation 
Home; 60% of all new homes qualified. The "+" is the sample Energy Conservation Home marked up on 

the score sheet at the end of this report (125 points, i.e. 375 therms, for $175). The "x" is the 
estimated use for a home built today in Fresno's climate that minimizes its lifetime costs. Presley 
Homes currently advertises that its homes are as good as least cost. The thick horizontal line is the 
economic optimum energy use, on the assumption that gas and gas conservation costs remain constant in 
real dollars. This figure is in the same format as Figures 3 and 4, except that the points are actual 
metered gas use, instead of being estimates based on building plans. 
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Thus labels strengthen the market for efficient products, and 
help the conscientious manufacturer and builder. 


To be effective, the labels need not be mandatory, but they 
must be widespread, so that comparison shoppers can find them, and 
avoid unlabelled appliances and buildings. 


And to be effective, they must be credible, accurate, and veri- 
fied, at least by spot checking. Roughly one third of gata workers 
are assigned to quality control; it is clear that some small frac- 
tion of new buildings should iciddas be tested for thermal effi- 
ciency and indoor air quality. 


2. Proper role for the Federal Government. 


For cars and appliances, there is general agreement that label- 
ling is best handled at the national level. But homes and build- 
ings are tailored to local climate and energy supplies and prices, 
so labelling programs can best be handled by states or utilities. 


But a labelling program requires the following tools, which, 
because of economy of scale, are most efficiently provided by the 
Federal Government. These standard tools include: 


a. Research programs to calculate the optimum sequence of 
options to get from current building practise to least 
cost, based on lifecycle economics. 


b. Calculation of "Conservation Score Cards" and Manuals of 
Recommended Practise. 


c. Development of equipment and procedures for testing  ther- 
mal integrity, air and duct leakage, HVAC (heating, ven- 
tilating and air conditioning) systems, and indoor air 
quality. 


To show that states and utilities need some federal help in 
formulating residential energy labels, we cite the fact that both 
Florida and California have labelling programs, yet neither state 
had enough information to include credit for low infiltration, even 
though this is the single most cost effective measure, and neither 
state has the resources to organize a field monitoring program to 
validate the labels. 


3. Savings by Reducing the Consumer’s Discount Rate 


The discount rate implicitly used by the homeowner to decide 
whether or not to conserve may be very high; the earlier analysis 
showed that for new California homes it may be 40% above inflation 
for electrically heated homes, 15% above inflation for gas heated 
homes. The impact of these high rates may be estimated as follows: 
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Figures 6(a), 6(b) are “supply curves! of conserved energy for 


U.S. residences in 2000 AD. The curve indicates how much it would 


cost to save a given amount of energy. Implicit in the calculation 
is a discount rate. The rate used by different homeowners will 
vary; the higher the market imperfections drive the consumer 
discount rate, the lower the available conserved energy will be for 
any given energy price. To illustrate this effect, let us look at 
the effect of going from a 20% real discount rate to a 3% real 
discount rate for fuel conservation. At a 20% rate and fuel for) 
$7.50/MBtu, the homeowners would invest in conservation up to 4 
quads. If all the market imperfections were corrected, the 
homeowner would invest up to 6.3 quads, saving more energy and more 
money. The picture for electricity is similar; savings in 2000 are 


- 320 and 540 Twh respectively. Although these numbers are only 


Se a ae 


| 
| 
1 
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eiigustrative, it is clear that there is great potential to reduce 


U.S. expenditures on energy by reducing the discount rate that the 
consumer perceives. 
\ubell wo, 
We contend that a federal infrastructure of research, , informa- 
tion, test and inspection procedures would achieve this aim, and 


that such a program would be high pay-off, anti-inflationary, and 
wise. 
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Example 3 


Fan Pressurization Detects 
Air Leakage 


Air leakage is expensive. In the US, the natural infiltration of outside 
air into houses causes, on the average, a complete change of air every one and 
a half hours; this is called 2/3 air changes per hour, or 2/3 ach. To heat this 
air all winter takes 200 gals of fuel oil or 250 therms of gas. 


“In 1975 the CEES at Princeton University under Professor Socolow started to 
_ investigate methodically the sources of this infiltration, since leak Plugging 
seemed an obvious and cheap way of cutting home heating bills. They caulked 
windows and weatherstripped doors, but found that they had hardly reduced in- 
filtration at all. This was amazing, since all engineering manuals showed 
windows and doors to be the major sources of infiltration. 


To find where the leaks really were they developed a "blower door", a replace- 
ment front door with a fan set in it. Using this door they blew air into houses 
and traced where it leaked out; the tools they used were simple smoke sticks and 
expensive infra-red cameras. They found that the major leakage sources in houses 
included gaps where pipes enter walls and ceilings, gaps around recessed light 
fixtures, dropped ceilings above bathtubs, and built-in cupboards. They also 
discovered that the spaces inside both interior and exterior walls can act as 
a chimney, leading warm inside air to the outside. They called all these newly 
discovered leakage sites "bypasses", since they bypass insulation. 


This discovery explained why insulation often performed far below expecta- 
tions; the warm air was simply going around it. Therefore the bypasses must be 
fixed before you insulate. The Princeton researchers have shown that a two- 
person team of "house-doctors", trained in the use of the blower door and infra- 
red camera, can reduce air leakage by 20% to 40% in half a day's work. 


Researchers at Lawrence Berkeley Laboratory have developed a model that 
related the pressures and flow rates obtained from the blower door to infiltration 
rates. The air leakage is expressed as an area, a measure roughly equivalent to 
the sum of the areas of the individual leaks. For example the equivalent leakage 
area of a typical house is approximately one square foot - roughly the same as 
a two inch high opening of two 3 ft. wide windows on opposite sides of the house. 
Retrofitting reduces the leakage area. The LBL model predicts the reduction in 
infiltration is proportional to reduction in leakage area. Thus the 20% to 40% 
reduction seen by house doctors on the East and West coasts translates into a 
Saving of 75 gals of fuel oil, or 100 therms of gas. On a national basis, that 
becomes half a million barrels of oil a day, or $5 billion a year. 


Further savings can be obtained by fixing leaks in air ducting. Both LBL 
and Princeton have found that as much as 20% of tke hot air fed into ducts leaks 
out into unheated attics and crawl spaces. The same has been shown to be true 
for cold air in central air-conditioning systems. 


The parallel efforts at Berkeley and Princeton have shown an interesting 
effect: house doctoring seems to be just as cost effective in warm climates 
as in cold ones, though the precise measures are sometimes different. It 
should be noted that the research which has led to the identification of the 


ways to save $5 billion a year cost the Department of Energy a mere $1 million 
a year. 
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CATEGORY B3. DEVELOPMENT OF NEAR-TERM TECHNOLOGIES. — 


CASE a) No US Manufacturer Exists. ) ee. ais 


Hirst et al.! present as exhibit No. 12 Electric Heat — P mp 


Water Heaters. Two more examples are SESS heat pumps and 
residential air-to-air heat exchangers. ‘recat ofl Ti 
— i thats 


In the case of ase heat exchangers, no US adh fact aver! is yet 
in production, but LBL set up a test facility in 1978. We'tested 
the foreign models and found one that was not suited to severe 
American / Canadian winters. These tests helped pioneering build- e 
ers of energy efficient homes to choose the appropriate units. =» — 


When the first American prototype arrived in 1980, it. worked 
badly, but we were able to suggest modifications which were quickly 
adopted by the manufacturer, who now plans to become the first US #3 
producer. oe otaft . 
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CASE b) Industrial Inertia. P oa kh 


There are cases where large manufacturers, quite capable of 
introducing an innovation do nothing because no single manufacturer 
wants to "shake the boat". An example was the high-frequency 
fluorescent ballast, described in our last example. 
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Mechanical Ventilation and Heat Exchangers for New Homes 


To assure good indoor air quality, homes should probably have about 
2/3 of an air change per hour (ach). We have mentioned several times in 
this report that to heat 2/3 ach all winter takes 200 gallons of fuel 
oil, or 250 therms of gas. 


If new homes are built with a carefully installed vapor barrier, 
natural infiltration is reduced to about 1/10 ach, and can be replaced 
with mechanical ventilation through a heat exchanger with an effectiveness 
of about 75%. Such devices retail from $250 for a window model (the price 
should come down with mass production) to $500 for a central unit. They 
use only 50 to 150 watts of electric power, and save over 100 gallons, 
perhaps 125 therms, per year. 


By 1990, we should have at least 10 million new dwellings. We 
consider the savings from heat exchanger both in winter and summer. 


In winter the savings is 15 million Btu x 10 million homes = 0.15 
quad, worth nearly $1 billion per year, about 3 million per day. 


In summer, a water-permeable heat exchanger can turn around outdoor 
water vapor as well as outdoor heat, and it is the water vapor that puts 
2/3 of the load on an air conditioner in the humid southeast of the U.S. 
A permeable exchanger can save about 1/2 kw of peak power in the warm, 
damp parts of the U.S., where perhaps 2.5 million new homes will be built 
by 1990. That represents an additional Savings of 1.3 GW of peak power, 
which costs our utilities about $1 per installed watt. The capital sav- 
ings is then another 1.3 billion. 


The federal effort so far in heat exchanger testing facilities has 
cost less than $1 million. -For every year that full market acceptance 
of heat exchangers is accelerated, the nation gains $100 million. This 
is an excellent rate of return on a modest federal investment. 


sy. 
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Example 5 


HIGH-FREQUENCY SOLID-STATE BALLAST FOR FLUORESCENT LAMPS 


There are two ways in which the efficacy of fluorescent lamps can be im- 
proved. First, it has been known since 1950 that if the lamps are driven at 
high-frequency instead of 60 HZ power from the utility, their lumen output 
per watt (efficacy) improves 15%. 


Secondly, for every 100 watts input into a typical conventional fluorescent 
fixture, 16 watts goes to heating the steel and iron "ballast" and never gets 
to the lamp. 


By the late 1970's, advanced electronic technology made it possible to 
design a solid-state high-frequency oscillator which could power the lamps and 
have internal losses of: only a few watts instead of the typical 16 watts. The 
lamp becomes more efficient because it does not turn off every half a cycle at 
the high frequencies (no flicker) and the ballasting is done at high frequencies 
which use smaller components that have less heat losses. The combined savings 
for a typical 100-watt fixture are then 10 watts from the ballast and 15 watts 
from the lamps, totaling 25 watts. As to price, the normal ballasts cost about 
$6.00 wholesale, and tend to be noisy; the new ballasts will sell for about 
$20.00; both sorts last about 15 years. 


The favorable economics for each lamp are as follows: over 15 years, the 


extra $14 investment will save 1300 KWH, worth about $65.00. Using 2 10% real 
interest rate (in constant 1970 dollars) the cost of conserved electricity is 
2.1 ¢/KWH, much cheaper than the average commercial-sector price of 6¢/KWH. 

In addition, the new ballasts are capable fo continuous dimming, both to take 
advantage of daylight, and to keep a constant light level on the task below as 
the lamps degrade with time. 


If economics (2.1 ¢/KWH) are so favorable, one wonders why the lighting 
industry waited for a federal incentive program, or how much this program ad- 
vanced the inevitable development. 


The ballast industry is very similar in structure to other sectors of the 
lighting industry, namely a very stable industry dominated by four to six large 
companies with many small companies comprising a very small percentage of sales. 
Because of the structure of the industry and the relative stability of the 
market share, it is very difficult for small companies to infiltrate the market- 
place and be competitive. There is also little incentive for the large com- 
panies to rapidly innovate new technologies, especially when the innovation 
will require substantial investment on their part, since the results will 
probably be duplicated by the other companies at less cost, and market shares 
will not change drastically. 


Box continued on next page 
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Example 5 (cont'd.) 


Looking for cooperation with industry, LBL issued a competitive request 
for proposals four years ago to develop a solid-state ballast that would improve 
efficiency by 25%, offer continuous dimming capability, and be lighter/smaller 
in size. The large ballast companies not only refused to respond to the request 
for proposals, but published many statements that solid state ballasts would 
never make it due to first cost, technical problems, adverse affect on lamps, 
consumer acceptance, etc., etc. The LBL program worked with two small con- 
tractors to develop and test solid state ballasts. As a result of the success- 
ful tests, a large corporation, Beatrice Foods, purchased the rights to one of 

the ballast designs, conducted a large demonstration (cost-shared with DOE) of 
the ballasts, constructed a manufacturing plant, and is now taking orders for 
solid state ballasts. Since Beatrice Foods has the funds to impact market 
Shares in the ballast industry, all companies were forced to reevaluate their 
position. Recently, seven manufacturers have announced the development of an 
energy saving solid state electronic ballast. At least two of these seven are 
large ballast manufacturers that did not respond to the original request for 
proposals. Total expenditure of public funds in this area has been less than 
$1.5M and the results have been the availability on the commercial market of 
a solid state ballast for fluorescent lamps and the acceptance by the ballast 
industry of this new energy saving technology. 


In 1980 the electronic ballast systems were assessed for total performance; 
that is, we considered all of the improved attributes of the electronically 
ballasted system--the tighter system control brought about by improved voltage 
regulation, the regulation of light output, and the ability to dim lamps, in 
addition to the 25% "intrinsic" improvement in system efficiency. Among our 
findings, now being compiled for publication as an-LBL report, we demonstrated 
that total energy savings can be as high as 40-70%. 


9 Finally, we note that at present the U.S. consumes annually about 220 x 
10° KWH in fluorescent lighting.* A market penetration of 25% with a 35% 
improvement in efficiency at .05 per KWH results in annual Savings to consumers 
of $1 billion--not bad for a total DOE catalytic investment of $1.5 million! 


* at 5¢/kWh, this costs more than $10 billion a year, or twice the entire non- 
military, non-strategic petroleum reserve budget of DOE. 
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The resource energy associated with 1 kWh of electric. sales is. 
11,500 Btu burned back at the power plant. 
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Appendix B 


ENERGY 
CONSERVATION 
HOME _ pcee 


ENERGY. ¢ CONSERVATION é 
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E_ REQUIREMENTS 


Pacific Gas and Electric Company 


ENERGY CONSERVATION HOME PROGRAM 
for Individual or Multi-Family Dwellings 


Standards for Qualification 


I. General 
The purpose of these requirements is to improve the energy performance of residential dwellings. 
Il. Minimum Standards 
A. To qualify as Energy Conservation Homes, dwelling units will be rated by a scoring system with points de- 
termined by the potential for annual energy savings of three therms of gas or 30 kilowatthours of electricity. 
Actual savings may be higher or lower depending on individual operation and locality. One point is also given 
for each 2,000 gallons/year of water savings. 


B. All gas and electric appliances incorporated in the dwellings are to be approved and/or certified by the Ameri- 
can Gas Association and/or the Underwriters Laboratories. 


C. Qualification procedure will be as follows: 


1. PG&E customer. 
2. Minimum number of points per dwelling will be: ....................------- 50 points 


D. The partial list of energy conservation systems and devices which follows includes alternatives to be consid- 
ered in the construction of dwellings to Energy Conservation Home standards. Unless otherwise specified, 
points will only be allowed once for any feature, AND WILL NOT BE ALLOWED FOR FEATURES MAN- 
DATED BY STATE OR FEDERAL CODES. 


A builder may desire to incorporate other energy conserving features in lieu of those listed or may wish to 
make a specific points calculation for listed items to fit the particular climate zone. See Paragraph II-A when 
making such calculations. Figures are subject to PGandE verification and approval. 


MEMBER 


NATIONAL 
ENERGY 
waTcu 
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pice ‘ud: Points Incrementa} 
(1) Major Appliances: Allowed Score cost ($) 
Oven with light and window 1 
Microwave oven 10 FE tsi 
Dishwasher with switch controllable drying cycle 5 mae se Sees 
Gas dryer outlet 10 aS | ee 25 
(2) Space Heating/Cooling 
Set-back or programmable thermostat 16 : 60 
(not for use with heat pump) 16 
Clogged filter indicator 8 aS aa 20 
. Used with air conditioning 10 Ss Ses ee 


Air conditioning - 1 point per 0.1 increment in EER exceeding state requirements. 


Points will only be awarded in areas where air conditioning is required as defined 
in PGandE Schedule D-]. 


Solar Assisted Space Heating System: One point 


will be awarded for each 2 square feet of properly 
located (orientation and tilt) collector 


{3) Water Heating: 


's 
U Insulation blanket 5 oe 25 
2 


Solar Assisted Water Heating System: One point 
: will be awarded for each square foot of properly 
located (orientation and tilt) collector 


Insulated hot water piping first four feet from water heating unit 15 
Insulated hot water piping throughout 


Showerheads with flow-control devices rated at 


2% GPM or less 4 Ricwins Les obs 10 


(4) Weatherization: 
Caulking (per 1,000 sq. ft. of floor area) (Assume a 1,500 sq ft house) 


am) 


— Exterior sole plate only 7 
— Seal all plug outlets only 4 
~ Total exterior (doors, windows, electrical/plumbing penetrations, 
sole plate, top plate, plug outlets) - 23 35 oe 200 
Ceiling R-30 (per 1,000 sq. ft. of floor area) 
Heating benefit ; 5 
* Cooling benefit 2 
Walis R-19 (per 1,000 sq. ft. of wall area) 
Heating benefit 7 
* Cooling benefit ' 4 
Perimeter insulation for slab on-grade floors with moisture barrier 
(per inch of insulation thickness exceeding state standards) 12 
Conventional floors (per 1,000 square feet) - 
— R-19 instead of R-11 2 ee ee 
—R-11 : 10 
Double glazing (per 25 sq. ft. window area) 
Heating benefit 3 
* Cooling benefit ] 
Thermal drapes, moveable insulating shutters, blinds, roller shades, integral louvered 
screens or other glazing insulation features (per 25 sq. ft. window area) 
Heating benefit 2 
* Cooling benefit 1 
Reflective glass or film on east or west facing glazing (per 25 sq. ft.) 
* Cooling benefit 4 eee ees 
Sub 
*Points awarded only in areas where A/C required — see (2). total eee | $355 


=n 


(9) 


Heating bane: it: 
House to lot SS ram Pac ae =) 
South facing glass reer iee 25% of total pee area ak 3 sq. ft.) (W 2 
la. ds 22% of being: "ee 
paige: From exceltnt ha eat; Pia CU PLR i om mt be 
Evergreen trees providing peolenden) Poa aga tag ae nh welings: 


northeast or northwest exposure (per tree, 1 5 gal. minimum if newly ’ planted) isvw ide 


ss 


Cooling Benefit: = 


Deciduous trees providing. summer aad on west, east, 


facades (per tree, 15 al. minimum i newly planted . ‘ < 2 
fe (p & if newly pi ‘ Sram sankine a 


Roof overhang or operable exterior awnings on south exposure. for each inches, ae were 
exceeding 12 inch horizontal overhang (maximum F2overhanshre r thorn ea J Ae! 


Sn sagayt Tag «ther 


Active Solar Design Features (for future adaptation): 


Increased slope on south-facing roof (minimum unobstructed = 
roof surface 8 ft. x 8 ft. with required structure to support future 
solar panels) (per each 5*over 25° slope, 40° maximum ) 


Rough plumbing for future solar hot water retrofit (must include ‘ 8 
2’x 2’ minimum space and stubbed control valves for future — ret ten) asdh cok Barlgseeed = 
hot water storage tank) , ' . ore 


Other 
bo mil 10-48 


itbsdiae 
i - Vey we 

* Can account for extra costs due to site constraints ot Pacegrapa am 
or poor planning TOTAL POINTS 125 
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__ Mr. Yartes. Mr. Hester is appearing on behalf of the National 

_ Governors’ Association. 

Mr. Hester. Pin stripped suit. 

Mr. Yates. Well, that ought to be the State Department. 

At any rate, who wants to start? 

Go ahead, Mr. Hester. 

Mr. Hester. I am Lex Hester, Energy Director for the State of 
Florida, on behalf of the National Governors’ Association. I am 
staff chairman of the Committee on Conservation and Renewable 
Resources which is a part of the National Resources Committee 
and some 28 Governors serve on that committee. | 

I am somewhat apprehensive about being here today because I 
know you are being bombarded by everybody who wants more 
money. At the same time the National Governors’ Association 
when the Governors met in their winter meeting supported the 
basic philosophy of rather deep budget cuts. However, they identi- 
fied the energy conservation area and the emergency preparedness 
area and low income weatherization as programs that they particu- 
larly wanted to try to reduce the amount cut. 

On the National Resources Committee there are some 15: major 
categorical grant programs and 12 of those have been zeroed by the 
total budget recommendations. On only two of those, which I just 
set forth to you, is the National Governors’ Association here on the 
Hill officially asking for some relief. So basically the Governors are 
supportive of working with the budget and at the same time we 
think we can be penny-wise and pound-foolish in the energy area. 

I want to make four basic points to you. One, we think that the 
conservation programs as administered by the States are inflation 
restraining. The previous speakers and the people on this panel 
with me are all talking to you about R&D programs, some of the 
innovations that are being made, and we will continue that effort 
and continue to document that effort to take advantage of the 
possibilities. The States are in effect a hands-on type of operation, 
we are the ones that deliver the programs in the field. 

Sometimes there has been a misconception that the States are 
primarily information planning types of organizations. Actually we 
consider ourselves a hands-on type of organization, we physically 
pass building codes and oversee them and implement them and we 
physically see that purchasing and procurement takes place. We 
force the right turn on red as one of the mandatory requirements 
in some of our legislation and I could go on and on with that. 

I am going to give you some concrete examples of programs 
administered by States momentarily but in the inflation restrain- 
ing aspect in my own State of Florida, and I am sure the figures 
are virtually the same for the national representative prices con- 
stant across the country more or less, in the last 24 months fuel oil 
for home heating purposes has increased 112 percent in cost. 

Mr. Yates. Do you need fuel oil in Florida? 

Mr. Hester. Yes, a lot of it, especially in the capitol and Talla- 
hassee and north Florida. 

Gasoline has increased 94 percent, electricity costs have in- 
creased over 40 percent and that is within the last 24 months. Now 
if you extrapolate that nationwide, you are talking about enormous 
amounts of money sucked out of the economy. The money that goes 
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for energy price increases is not as good. We always talk about 
manufacturing jobs having the multiplier effect of creating five 
more jobs. 

Energy dollars, of which probably 40 some percent flows: out of | 
the country, even those that stay in our country do not recirculate © 
and stimulate the economy. In my case it produces an importer 
State primarily. We lose virtually all of those dollars. Last year in © 
my State we saved 16.7 million barrels of oil equivalent by our 
energy program. The Energy Department and the legislation that — 
is passed by Congress requires us to calculate energy savings. | 

In the early years of that savings, I think the legislation came on — 
the books in 1975 and 1976, there was some criticism about the 
validity of some of the figures of BTU savings, converted oil and 
dollars. We think we have straightened that out. We think we have 
got pretty solid figures now. The figures for 1979 show that nation- 
wide, and these are from the Department of Energy, a compilation 
of all 50 States, that 310 million barrels of oil were serbia You 
convert that to dollars and it is over $10 billion. 

Now as one of the earlier speakers said, that is money in effect 
taken away from reindustrialization capital needs. You suck all 
that money into energy, you do not have it available for a more 
productive job creation and the kinds of things that-we want to 
achieve. 

It is an important point that those barrels of oil were saved for a 
cost of $5.40 whereas a barrel of oil sells for $30 to $35 and even 
more important than that, that is a recuring saving, that was the 
actual physical cost to save each of those barrels of oil and yet we 
should save those year after year in a stairstep approach. 

The second point is the cuts are based on a marketplace ap- 
proach that price signals should be the criteria that will bring — 
about conservation and we, as some of the other speakers have 
indicated, believe that the price signals are extremely important 
but they alone are not enough to do the job, that the consuming 
public, whether it is business or the individual, needs assistance in 
what to make in those alternatives. Basically since 1978 most of us 
have done the easy things. We have adjusted our thermostats, we 
have cut off the lights, we yell at the kids if they leave the TV on 
and those kinds of things but now it is down to the rather difficult 
types of decisions, whether to go to gas or whether to put in a more 
fuel efficient oil burner or whether solar pays for itself, and you 
could go on and on with the sophisticated kinds of examples. 

The consuming public needs technical assistance and help and 
that is what the States use a great deal of Uncle Sam’s dollars for. 
There were two or three examples given by previous speakers of 
places where the marketplace does not work. One was landlord 
rental property where the price signal does not get directly to it. 
Another one I would give is particularly applicable to Florida, 
maybe not quite as much as Illinois, but air conditioning is ex- 
tremely important. The state of the art, the technology for highly 
efficient air conditioners is clearly here, there is no problem pro- 
ducing the equipment. The price is right. The signals are clearly 
there and yet the marketplace, only about the end consumer does not 
make this choice, it is the homebuilder and he is trying to hold down 
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_ that overall cost so the end consumer never gets to look at that life 
e tyelé Cost. © i 

Only about 20 percent of the air conditioners being installed 

across the country today are in those high energy efficient ranges. 
_ Clearly the price signal alone is not doing the job there. One of the 


earlier speakers mentioned hospitals and he didn’t point out that 


y not only is the price signal not working there but the reason for it 


not working is that a hospital does not have the incentive because 
they calculate their payments—Medciaid, Medicare and insurance 
premiums—it is a direct passthrough for them. So even though 
energy costs have skyrocketed, without some additional stimulus it 
is not really there for them as a group investment. I don’t want to 
belabor that point but the marketplace needs help to supplement 
the price signals that are going to be there. 

Thirdly, I work with low income people. The States are the ones 
that identify who the low income are to spend your money that you 
are putting on the table. 

_ Mr. Yates. What do you have in Florida, the needy or the truly 
needy? 

_ Mr. Hester. I think truly needy is the right word. In Florida we 
have an awful lot of senior citizens and they think they are truly 
needy. An example of a program is the weatherization program 
and it has been suggested that it be transferred to the community 
development block grant which first of all is basically an urban 
program so you would miss the rural areas. Secondly, there is no 
increase in funds. The local governments are expected to take on a 
$200 million program at the same time they are sustaining a cut in 
the basic appropriations of community development and_ block 
grant. Weatherization is an excellent example of an investment 
program as far as Congress is concerned. You spent $1.8 billion of 
loan income energy assistance where you literally pay fuel bills 
that goes up the chimney in a single year and it is a repeat of this 
year’s recommendation as a 25 percent cut by the new administra- 
tion to $1.4 billion. The $200 million that is spent on weatheriza- 
tion does away with that need to every year pay out four, five, six 
hundred dollars to help pay for fuel bills. 

The fourth item I want to touch on is emergency preparedness. 
We had the 1973 emergency and we had some disruption in 1979. 
In my own State we had a truckers’ strike where we had to 
respond on the emergency preparedness basis. 

Our biggest industry is tourism and we had a short down fall in 
that when you could not get fuel up here and in other parts of the 
country. To our State it was an emergency because tourism jobs 
are in effect our steel mill, if you will, it is our number one 
employer. Recently eight of the States particulated with the Inter- 
national Energy Agency in an international simulated allocation 
growth. The findings in that were stunning about the economic 
disruptions that occur at relatively low levels, 10 and 20 percent 
worldwide shortfalls. In my own State unemployment would have 
risen two percent, excise tax revenues would have been off 30 
percent, tourism would have been cut in half. Low disruption of 
energy can just devastate the economy and that effect would occur 
nationally as clearly demonstrated by the State that participated. 
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I want to turn now to just hurriedly a few quick examples of 
highly successful programs operated by the State. One of the pro- 
grams that is operated by most States is the boiler efficiency pro- 
gram where we train boiler operators to help calibrate boilers and 
make them more energy efficient. New York has an extraordinar- 
ily successful program and they trained some 1100 boiler operators 
last year and the net savings that came from that effort, certified 
savings that I can give you more than you want to read but clearly 
how we arrived at those savings. 

Mr. Yates. Well, he’s got all of it. 

Save some $95 million in oil in a single year—in a single year. 
Now the entire appropriation for the SECP, the State Energy Con- 
servation Plans, and the Energy Extension Service were only $72.8 
million last year. A single State with a single program saved its 
consumers $95 million and they saved the average business over 
$150,000, 185,000 gallons equivalent of oil per business, 83 percent 
of the facilities represented at the seminar saved at least 3.4 per- 
cent of their energy and we could be go on and on with that kind of 
example. 

Another program that is mandated by the State in its conserva- 
tion plan is that the States adopt thermal efficiency building codes 
and lighting efficiency building codes: Oregon is an example of one 
that adopted a code in 1974 where they were one of the first States 
to adopt a code. Homes built today in Oregon are 40 percent more 
fuel efficient than homes that were built just five or six years ago 
and the cumulative effect of that nationally is absolutely over- 
whelming. We have had the same experience in Florida. We were a 
little late starting, we just passed our revised code last year but the 
savings are so dramatic that the payoffs are very demonstrable and 
can clearly be quantified and demonstrated. 

Mr. YATES. What do your builders say about that? | 

Mr. Hester. In Florida our builders were very enthusiastic about 
it and I guess I should be honest with you, they were somewhat 
alarmed by a national building code. Florida being a sunshine 
state, you alluded earlier about our lack of need for fuel oil, the 
standard national code, ASHRA 975 which is one of the nationals 
adopted by everybody, required in effect that in south Florida you 
could not have any windows, you had very heavy mass require- 
ments in the wall. So we made our code more flexible to fit Flor- 
ida’s conditions, achieve the same results, so our builders are very 
enthusiastic about it and strongly support it and think it is good. 

Mr. Yates. What does it do to the building code? 

Mr. Hester. It talks about $1,300 to make a typical home these 
days conform to the code standards which is—— 

Mr. Yates. Do think they are more than their other costs would 
have been? 

Mr. Hester. Yes. 

Commercial energy audits, most States—— 

Mr. Yates. Let me interrupt again. Do those standards apply to 
apartment buildings as well, condominiums, or just to new homes? 

Mr. Hester. New Construction, yes, they do. It is a different 
section of our code. 

Commercial energy audits, most States are offering programs 
and encouraging business to get into energy audits and the big 
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industrial concerns have done a good job but as you get into the 
_ smaller businesses they are having difficulty doing that without 
_ assistance. In Florida we have used our Energy Extension Service 
to target certain groups. We have targeted the hotel/motel and 
_ restaurant field which is particularly productive. We have targeted 
_ builders and financial institutions as groups we particularly want 
_ to reach because they are on the. firing line where the decisions are 
made and where there can be dramatic Savings made. In Illinois 
. their energy audits last year saved some 13 trillion BTUs and they 
saved each customer $9,000 to $36,000 in annual recurring energy 
savings with their program. 

Another program we are required by law is in procurement 
_ practices, that we are to look at all our governmental procurement 
practices and ways to save money. Washington State is an example 
and has an excellent program there and they have done everything 
_ from gasohol for State vehicles, the recycling of waste drain oil; the 
recycling of scraps from the State printer into scratch pads; the use 


| Of econ-o-watt lighting, the purchase of more efficient automobiles 


and trucks and on and on. They think that they can measure a 
savings of $9,200,000 in energy savings and it cost them $194,000 to 
implement those procurement savings that they share with their 
local governments and with their State bureaucracies. 

I have other examples, Mr. Chairman, but I think I should cut 
this short because you have a distinguished panel here. 

Mr. Yates. The examples are in your statement. 

Mr. Hester. Yes. 

I want to leave this with you. This is a book that we did in 1980 
and it is full of individual programs from States. Most programs 
operate 30 or more energy conservation programs. 

A part I want to close with is that although we have been 
_ talking about conservation since about 1975 it has really been the 
last two years that it has really begun to pay off. This year and not 
until this spring did the residential conservation service home 
energy audits really come on line. Energy Extension Service was 
just last year, schools and hospitals only about a year and half old. 
So you are just really beginning to bear the fruit from a rather 
massive energy conservation of some of the national programs like 
Harvard’s energy program or the Mellon work. All of that stuff has 
come out in the last two years. You are now ready to go to the 
bank window and collect the payoff and it just seems to us to be 
sheer folly to go off of that program which we think can clearly be 
demonstrated as a success. 

Thank you. 

Mr. Yates. What you are saying is it does not make sense to cut 
a $900 million conservation appropriation by $700 million. 

Mr. Hester. It is the cheapest investment you can make. 

Mr. Yates. Right. 

Are you next? 

Mr. RosENFELD. I guess. 

Mr. Yates. All right. 
| _ Mr. RosenFe.p. I am Art Rosenfeld. I am physics professor at the 
| University of California at Berkeley and I run the pure research in 
| building sciences program called Energy Efficient Buildings Re- 
| search at Lawrence Berkeley Lab. So much of the argument for the 
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effectiveness of conservation has been said already. I think I will 
make my remarks rather quantitative in saying venous Hester. 
However, I do want to make one point about funding quite clear 
and that is what seems to suprise most people even on this panel is 
that the Reagan administration has said that a pure research field 
such as the one which I direct is not to be cut because clearly 
industry is not going to support research in building science and 
indoor air quality. Unfortunately, it has in fact been cut to about a 
half and the rhetoric just does not match the numbers so that is a 
fairly important point that I would like to make. 

Now I would very fast, however, like to make the additional 
points that throughout the economy the consumer does not see the 
true price or the true cost of fuel, he does not see the national 
security problems when he buys a refrigerator, for example. On the 
other hand the problem is much worse in the building sector 
because there are no energy labels on houses. How the heck can 
you expect the energy market to work when you don’t know how 
much your house is going to use and it would be trivial to put them — 
on with a little bit of Government help. There are not time-of-day 
meters on houses so even if the customer were buying the air 
conditioner, the consumer does not know about peak power costs, 
he pays only the average cost of the’ power. . 

Mr. Yates. It occurs to me that I don’t know why Mr. Hester’s 
builders don’t advertise the fact as to what they are doing on their 
energy savings to customers of their new homes. 3 

Mr. RosENFELD. In California that is what is happening in the 
houses and the air conditioners are selling like hotcakes. 

Mr. Yates. At California prices unfortunately. 

Mr. ROSENFELD. Maybe. 

Mr. Yates. All right. 

Mr. RosENFELD. Thirdly, utilities sell at the average cost and not 
at the marginal cost. I will be happy to retreat on some of my 
requirements that we help the market when the pricing structure 
becomes right. 

Finally, there is no infrastructure of inspection. There are a lot 
of claims that energy efficient buildings are being built. California, 
like Florida, has building standards but we go out and we do field 
work and the houses are just as darn leaky now as they were five 
year ago and we have shocked some big California builders so 
much by measuring their houses that they are now retrofitting 
new houses before they sell them because they are embarrassed. 

Mr. Yates. They are embarrassed? 

Mr. ROSENFELD. That is true. 

fee YATES. You mean they built the old houses under an existing 
code’ 

Mr. RosENFELD. They build their houses according to what they 
think is something called California Title 24. Then we go out and 
we put in a pressure fan and we measure them and they have one 
and a quarter air changes per hour of air leakage. Then they say, 
oh, my goodness, we won’t pass the new labeling system, we better 
retrofit. So now we are advising one contractor who is retrofitting 
600 houses he just built. I am sure that is true in Florida, too. 

The point I want to make is you can do a lot with labels but if 
the labels lie, they are not even necessarily terribly effective. It is 
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easy to put labels on cars and equipment because you can check 
them on an assembly line. It takes a little thinking to put credible 
labels on houses and the only way you are going to get creditable 
jabels on houses is to have a little bit-of equipment which will do 
_ the right measuring and that is probably going to be developed by 
F oe Sam because it is silly for 48 States to start research labs to 
do it. | 

__ I have some testimony which is, of course, too long to go through. 
Mr. Yates. Your statement is in the record. 

_ Mr. Rosenrep. I have a number of pictures and some boxes of 
_ Success stories and what I propose to do is to go through them very 
_ fast and I will get to the California efficient houses selling well in a 
_ moment. The first three pictures are on indoor air quality and 
_ basically they say here is an important field, it is probably going to 
_ bea more important field than outdoor air quality simply because 
_ everybody is at home more than he -is outside and indoor air is 
_ always worse than outdoor air and the program is being cut. 

_ __ The next point we try to make fairly seriously is the following. 
| The Reagan administration says, very commendably, let the mar- 
_ ketplace work. What they don’t say is how sluggish is the market- 
_ place and how good is our analysis to see how fast it responds to 
| energy prices. Now, sure, you raise the price of fuel and cars will 
_ get better and buildings will get better. In the case of cars every- 
body knows it is taking 10 years roughly to catch up with the 


| Europeans because even with mandated standards and stickers on 


every car it just took Detroit 10 years to catch up with Stuttgart, 
that is a well known fact. 

Now in the buildings business instead of there being four major 

manufacturers there are 40,000 builders who build more than 10 
homes a year, there are no standards and there are no labels and 
we are supposed to expect the marketplace to respond rapidly. 
That is pretty childish, it needs lubrication. So what we did is we 
took the data from the National Association of Home Builders’ 
Survey every four years, we calculate what the energy is at various 
places in time, we calculate what the least cost building would be 
and we find that it looks as if a gas heated house will catch up 
with today’s least cost in something like 20 years and an electrical- 
| ly heated house will catchup with today’s least cost somewhat after 
| the turn of the century. 
: Now if we are all that relaxed about the marketplace and we can 
wait until the year 2010 to get down to least cost, what is all this 
problem about emergency planning in which the administration is 
putting so much effort? The marketplace responds in a fragmented 
industry slowly, it needs labels, it needs inspection, it needs infor- 
mation programs. The consumer needs to believe that when he is 
buying something it will work and that requires a certain amount 
of Government stimulation. 

I will now mention a little bit about the success of a voluntary 
program in California initiated by the Pacific Gas & Electric Com- 
pany which is one of the country’s largest utilities. I have here a 
plot which gives the same successes roughly as Mr. Hester told. In 
1973 a new house in northern California used 1,100 therms of gas 
for heat plus some for hot water and cooking. It started down as 
prices went up and by 1978 it was down from 1,100 therms to 800 
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therms which is pretty good, it is 30 percent, but nevertheless if 
you draw a line out to today’s cost effective minimum it won’t get 
there until the year 1990. ; i.go asda 
Now a couple of years ago PG&E decided to try a vol : 
labeling program. Since Government was able to help, we at LBL 
calculated tradeoffs for them, calculated the score sheets. PG&E 
printed them, builders started building them. What the builder 
found very soon was that those houses sold a lot faster than the 
ordinary house. Now the program is so popular that two-thirds of 
all new what are called connects in the PG&E service territory are 
voluntarily labeled. Moreover, the voluntary labeling system ex- 
ceeds the threshold for getting the label by something like 25 
percent. : Racor 
The typical house is now down another 20 percent above the 
previous gains from price alone. Half the houses in the labeling 


program are down 35 percent and are down two-thirds of the way | 


to least cost in a single two-year program which did not cost 


anybody anything. But the labels are credible, they had to be _ 
inspected. There were a hell of a lot of callbacks of contractors who ~ 


did not know what to do. It took some help to lubricate the market- 
place. The program has in fact been judged so successful that the 
State is going to take it over and ask all the utilities to run such a 
program. : 
So labeling is extremely important. As I look back on it it is very 
hard to understand why the country had exactly the right instincts 
in automobiles and were so scared of houses. In automobiles we did 
go for mandatory fleet-wide standards but in addition we knew 


that what would really drive the market to work well was EPA ~ 


stickers on every windshield and that has really worked and that is 
what people really have faith in. 

Now we ought to do exactly the same thing for buildings, we 
ought to do it for every new home, every new commercial building, 


every RCS audit which we are going to spend a lot of money on ~ 


anyway and should result in a label on every house and building 
and then when people buy even secondhand buildings they will 


know what they are buying and the marketplace can work. Right 


now if you invest money in a retrofit no one is likely to believe you 
because you cannot see the new insulation in the walls particu- 
larly. 

The labeling program need not be mandatory but it does need 
Federal help. I repeat that two States as powerful as California and 
Florida did not have enough savvy to put in the infiltration and air 


reduction requirements and labels because they did not know how ~ 


to measure them and they did not know how to check on them 
later. The Federal Government can do that easily. So a fairly small 
amount of money, a few millions of dollars, can provide the infra- 
structure to a labeling program and the payouts are giant. 

The next example I want to give is a small amount of work on 
heat exchangers for new homes. New homes today are built theo- 
retically with about six-tenths of an air change per hour of the 
wind sort of slopping through the house like water through a 
lobster trap. You heat it and then an hour later it has blown out. It 
is a thousand pounds of air every hour that corresponds to one air 
change per hour. There are a lot of furnace heat pumps in resi- 
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dences in California but the houses are built that way but in order 
to do that you then have to provide mechanical ventilation and you 
have to recoup the heat; otherwise you would, of course, be back to 
‘pe ying the same price. 

_ Such so-called heat exchangers are manufactured in Europe, 
such heat exchangers are manufactured in J apan. It took us, with 
a fair amount of prodding, something like three or four years to 
interest an American manufacturer so the first thing we did was to 
‘set up a facility for measuring the foreign ones and testing them in 
Berkeley. That already was a service to the American home build- 
er, to the pioneer who wanted to build a tight house. 

_ Finally the first American manufacturer arrived with a proto- 
_ type and it was full of mistakes. Within about three weeks we 
_ convinced him of how to do it right and within another three 
_ weeks he was back with a working model. He has now decided to 
_ go into business. So the first American ones will appear fairly soon. 
_. We are absolutely sure that by having just this sort of small 
_ facility around which costs us maybe $50,000 a year to operate we 
' have advanced that happy year when all American homes will 
_ have heat exchangers by at least four or five years. Every year in 
' which we make this savings we will save in new homes $100 
_ million a year and it is inconceivable to me to believe that our 
_ program has not advanced that by five years which is $500 million. 
_ For a program which costs $50,000 to operate, why are our funds 
_ being cut out? rts 

| My final remark, I want to give another success story in the 
_ lighting field from Berkeley, a program which was also cut out and 
I hope will be restored. Grant Thompson said maybe I would say 
something about windows but I am going to talk about fluorescent 
lights, these common things. Now to put lighting in context let me 
first say in this country today our energy bill is a little over $1 
billion a day, it is about $380 billion for the whole country. Build- 
ings consume one-third of that so $133 billion a day. 

First remark in context. The whole buildings program at DOE 
under Carter was less than $133 million a year so less than one 
part in a thousand at a time when the potential for saving the 
energy is for saving 30 to 50 percent of that energy with the right 
information programs and some research. 

Now let’s look at lighting. These things up there consume 200 
what are called billion kilowatt hours per year and that represents 
| about $10 billion a year to feed such lights. That is twice the total 
| nonsecurity, non SPR part of the entire DOE budget. At Berkeley 
| In one program costing less than a million dollars we figured out 
how to improve these things by 40 percent. The savings for that 
represents something on the order of $4 billion a year. We have 
convinced large industry this is right and General Electric, Syl- 
vania, Westinghouse, Beatrice Foods and Ace Ballast are all build- 
ing plants to do it. They would not be building that if it were not 
for a $1 million Berkeley program. 

We are sure we have advanced the state of the art by several 
years. The savings are bound to come because the ballast last only 
Seven years so they have to be replaced and so the savings will 
surely come. It is like cars, they have to be replaced. The return on 
investment on a single program pays for the whole DOE monmili- 
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tary programs. Why are such programs being cut in such haste? 


Why don’t we keep our analytical capability and check more on the 


great successes of these programs and cut them after a few years’ 
study and after the administration can show us how well the 


marketplace works instead of simply asserting blindly that it 


works. 

I thank you. 

Mr. Yates. Thank you, Mr. Rosenfeld. 

The third member. 

Mr. McBripe. Thank you very much, Congressman. I represen 
the Building Owners and Managers Association International. Our 
members march building up the shoreline of Chicago towards your 
district and on into Evanston. We represent high rise buildings 
principally—the Sears Tower, the John Hancock and the new 
buildings that are larger in Evanston. 

Mr. YaTEs. The Sears Tower in a high rise? 

Mr. McBripe. Yes. 

I believe that our industry represents a great deal of hope for 
many people in this country who see increasingly the economic 
sector called generally the service sector being employed in build- 
ings such as the ones that we represent and in consequence we are 
one of the few portions of the building industry that is constructing 
a fair amount of space at this time and the number of cranes on 
the skyline of Chicago would be good testimony to that and there 
are cranes on the skyline of Washington as well so you are more 


than a little familiar with how many buildings are going up in the — 


office building field. 
Mr. YATES. I am familiar with cranes anyway. 
Mr. McBripr. We also represent a number of the apartment 


owners as well. We represent about a billion square feet of com- 7 
mercial office space to give you a feel for the size of it in terms of 


our industry. 
The commercial sector represents about 37 percent of the total 
energy consumption in this country as has been eloquently pointed 


out. We have had successful applications of conservation in the 


industry with about 28 percent documented basically doing such 
things as was suggested by Mr. Hester and which have been very 
successful such as boiler tuneups and boiler efficiency. 


Low cost, relatively speaking no cost, programs have been fairly ~ 
widely used and we find really a lot of the energy that can be ~ 
squeezed out of the buildings has been squeezed out. Owners gener- ~ 


ally across the country are making real efforts to do the things 
which have now become part of common knowledge as both of you 
have suggested are available to be done and it is to that point that 
I would like to address myself for just a moment. 


I appreciate the fact that our written testimony will be included ~ 


and I would like to kind of summarize it. First of all, what is 
common knowledge? Common knowledge is that which you know 
to be true because you heard it from your best friend or you 
overheard it in another conversation. Sir, that is indeed what we 
mean. It is the kind of program that Art Rosenfeld has out at 
Berkeley, it is the kind of program that has been conducted by the 
Department of Energy in many, many instances that provides us 
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with factual, field tested information that really helps advance 
_ conservation in our building structures. — | 

The subject of windows was brought up. For a period of time a 
number of our building owners installed windows at great cost to 
themselves and then discovered that actually the installation tech- 
niques used resulted in no more energy savings than the original 
apparently poor energy-conserving windows had in the beginning 
and it was not until we began to see techniques to measure quality 
of the installation which really began to bring back owners to the 
point where they were willing to think about reinstalling windows. 
There was a period of time there was a tremendous shakeout in 
the window industry because the building owners that put them in 
were not sure they were working, so we need validations. 

In addition to that, sir, we need good quality information chan- 

neled through levels of trust publications. By level of trust publica- 
tion I mean the industry trade press with the scrutiny of perhaps a 
committee of industry members. I do not mean a fancy publication 
produced on glossy stock and sent to the local DOE office which 
can then if you call in be sent to you only if you know it is there. 
That does not work for us. What we need is the normal fruitful 
channels of communication to be used in communicating to the 
members of our industry and to many other portions of this indus- 
try. 
To be specific, the kinds of cuts that have been recommended 
have been reviewed by our industry and while we understand and 
are sympathetic with the need to cut back the budget in this area, 
we are concerned that some of the things that have been going on 
that were fruitful and useful and which would be wise to finish off 
properly are not going to be finished off properly and we are 
convinced that the reason is not that people don’t want to, we are 
convinced that the reason is that the true value of those things are 
not understood by those who are making the budget cuts. 

We are not of the opinion that we would like to see a large staff 
organized at DOE to pursue these things. We think that many of 
the things that have already been begun if simply finished well 
would be very, very successful for us. Now I had reason to double 
check my figures just a few moments ago but let me go over at 
least some of the things that I am concerned with very briefly. 

The suggestion for fiscal year 1982 is that the Department be 
funded $13 million. We believe that there needs to be at least 
another $700,000 in the sector that we might call pure research 
devoted to the life cycle costs. 

Mr. Yates. Which Department are you talking about? 

Mr. McBripe. We are talking about the Department of Energy, 
we are talking about the Buildings Division programs. 

Mr. Yates. The Department of Energy does not have an Assist- 
ant Secretary appointed yet, but go ahead. 

Mr. McBripe. Yes. 

Mr. Yates. Except for Governmental Affairs. 

Mr. McBrinkr. Yes, sir. Thank you. 

Mr. Yates. Go ahead. 

The point I am trying to make here—— 

Mr. McBripz. I am with you. 

Mr. Yates. All right. 
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Mr. McBrine. My concern though is that of the suggested items 
we specifically feel that the continuation of the research in life — 
cycle costs would be performed. If you want to know what the 
industry says has been started that looks like it might really result 
in some help to us, one of the things is we ought to finish off a life 
cycle costs study because, my goodness, we have started them, we 
are looking forward to the results of that, it is not something the 
industry is going to do for itself because we are a fragmented 
industry. The only kind of glue you have got in an industry like 
ours is a trade association and I assure you, sir, our budget is not 
going to be able to do that so in order to be able to do it we sugges 
it be continued. . 

In addition, we talked about lighting. Lighting is a very fruitful 
area, it is about half the cost of an office building if we can proceed 
with lighting. Incidentally, they are introducing many of the very 
products you are talking about, at our convention this summer so I 


can substantiate what he is saying. Many of those companies are 7 


introducing this summer great hooplas at our convention. 

Mr. Yates. All that came out of that million dollar appropri- 
ation. 

Mr. McBriwe. All that came out of that million dollar program, 
yes, sir. It was a well spent million dollars? 

Mr. Yates. Where did you get the million dollars? 

Mr. RosENFELD. DOE. 

Mr. McBripe. From DOE. 

Mr. YATES. I will tell that to the administration. 

Mr. RosENFELD. It was less than a million. We charmed DOE out 
of enough money to make two RFPs for $200,000. That is all we 
spent officially on a little monitoring, and both RFPs resulted in 
successful products which were then bought up by industry. 

Mr. McBripe. Well, in any case, we think if you went back to the 
Carter plan for lighting, that is a useful area and I would like to 
underscore that which is about a billion dollars. 

Mr. Yates. If you are trying to get that money out of the Reagan 
administration, you don’t mind if I strike your first wording. 

Mr. McBripe. The thought out plans of the previous administra- 
tion in the area of lighting seemed to be worthwhile pursuing 
because they were founded on the kind of research that has al- 
ready produced significant results for us and we believe additional 
results if they are to be produced. 

Close examination should also be given to the $4,100,000 that 
was going to be used out of the FEPs program to think through 
major metropolitan statistical area applications of information and 
it is the application of information at the practical level that we 
are really interested in. We believe that that ought to be closely 
examined. There is a good part in there that might be useful. We 
did not go in detail through every part of it but we believe it is 
useful to take a look at it. 

Additionally, we feel that about $1,800,000 could be usefully 
spent in the area of field validation beyond that which has been 
suggested. Beyond that we think that if you use existing trade 
press sources about $600,000 is all that is really needed to bring 
that information through the ordinary trade press channels. We 
don’t need to go into the glossy brochures if you will just get us the 


| ale ——o eae a 


1281 


information through the trade press, and I don’t mean our associ- 
ation necessarily. I can direct you to the editors and publishers of 
other magazines that are read by my members that have perhaps 
wider circulation than my own news letter though I would be more 
than delighted to pledge that Home International would be print- 
ing information that is available and useful and will help our 
members:to make decisions. | 

So, in other words, about $4,100,000 to about $8,200,000 we think 
could be usefully spent. That is assuming that some of the cutbacks 
that have already been made did not slice into some of the things 
that we understood would be continued so in that regard I would 
suggest that perhaps the actual budget in PERT would be reviewed 
in some detail to determine whether or not what has been said is 
true regarding the extent to which the cutbacks have occurred 
which they are certainly more severe as was reported by Mr. 
Rosenfeld and we have been led to understand. 

In summary, we don’t think research alone is going to do the job. 
We need information transfer. We think that information transfer 
is not that terribly expensive. We frankly don’t think that if you 
added these dollars to the DOE budget that the DOE would need to 


expand its staff virtually at all in order to spend it wisely mostly 


because many of the programs that we are suggesting continue in 
funding, and it is mostly the continuation of funding, are already 
well underway and trained people are already involved and it is 
really just sensible, it is good and common sense to finish up what 
we. have started, particularly when some of those things that we 
have started have proved useful and could have big payoffs for us. 

Thank you very much. 

Mr. Yates. Thank you. 

Thank you, gentlemen, very much. You have been very helpful. 

Mr. McBripe. Thank you. 


INDUSTRIAL AND TRANSPORTATION 
WITNESSES 


JERRY BRADY, BLATCHFORD, EPSTEIN & BRADY 
DAVID GREENE, OAK RIDGE NATIONAL LABORATORY 
DALE JORGENSON, HARVARD UNIVERSITY 

RAY KAMO, CUMMINS TECHNICAL CENTER 

BENO STERNLICHT, MECHANICAL TECHNOLOGY, INC. 


Mr. Yates. Industrial and Transportation. Mr. Brady, Mr. 
Greene, Mr. Jorgenson, Mr. Kamo and Mr. Sternlicht. 

How do you want to proceed, gentlemen? Who wants to go first? 

Mr. Brapy. I will. 

Mr. Yates. All right. Would you identify yourself. 

Mr. Brapy. I am Jerry Brady, Mr. Chairman. 

Mr. Yates. Mr. Brady. 

Is Blatchford, Epstein & Brady a law firm? 

Mr. Brapy. Yes, it is. 

Mr. Yates. All right. 
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: Pr e* et) - F th. ost e : 
A macroeconomic simulation model is used to assess the contribution that can be made by energy conser- 
vation to reducing the inflationary impacts of rising oil and energy prices. The conservation program pro- 
posed by CS is estimated to reduce the inflationary effects of the oil price rises contained in the DOE Best 


Abstract oe . ei fon getty 


Estimate projection (2 percent annual increase in real terms) by up to half — without conservation, these oil _ 


Price rises will add 0.12 percentage points to the annual rate of inflation while with conservation the impact is 
as little as 0.06 percentage points. The inflation protection provided by conservation is still more significant 
for more rapid petroleum price jumps — conservation reduced the inflationary impact of a doubling in oil — 
_ Prices by up to 5 percentage points. This insurance aspect is possibly the principal] anti-inflationary benefit of 
energy conservation — the inflationary risk resulting from large oil price increases is greatly reduced. 


Summary 

This report presents results of the application of a macroeconomic simulation model to assess the 
contribution that can be made by energy conservation to slowing or containing the rate of general price 
inflation. The model used for this analysis is the Hudson-Jorgenson DGEM model of the U.S. energy and 
economic systems. The model allows for the principal inflationary mechanisms associated with rising energy 
prices, including : 


(a) higher energy prices directly raising fuel prices faced by consumers; 


(b) higher energy prices increasing costs of production and so driving up prices of finished goods and 
services; 


(c) higher prices to consumers resulting, through Cost of Living Adjustments and similar response mech- 
anisms, in higher labor compensation and, in turn, in higher unit labor costs and output prices. 


Allowing for'these mechanisms, the inflationary impact of rising energy prices is modeled asa dynamic and 
. - _ 
continuing process. + . 


Energy conservation provides a powerful constraint, reducing the inflationary impact of rising energy 
prices and, in particular, of rising world oil prices. Model simulations for the period 1980 to 2000 provide 
quantitative estimates, demonstrating the effect of energy conservation in limiting inflation. The model is used 
to predict the inflationary impact of rising world oil prices and other energy prices under each of two sets of 
conditions: first. no new conservation policies or actions and second, the conservation policies proposed by 
the U.S. Department of Energy for implementation in 1980 and beyond. These conservation policies, for 
example, are estimated to reduce total U.S. energy use in 1985 by 5 quadrillion Btu (or 2.4 million barrelsa day 
in oil equivalent )and 11 quadrillion Btu (5.2 mmbd oil equivalent) by 1990, compared to the no conservation 
levels of energy use. 


The conclusions from the simulation analyses can be summarized in three points. 


(a) Conservation reduces the inflationary impact of fising world oil prices and other energy prices. The 
inflationary impact of the projected 2 percent growth in world oil prices (the Department of Energy 


projection) is the addition of about 0.12 percentage points to the annual rate of inflation: with con- } 


servation, these same oil price increases contribute as little as 0.06 percentage points t> infation 


(b) The effectiveness of conservation in moderating the inflationary impacts of energy char ges i1creases 
over time —- by the 1990s, the inflaticnary effect of rising world oil prices is, with cons:rvation, less 
than half the effect without conservation. 


(c) While conservation assists in containing the inflationary impact of steady increases in world oil prices 
it is even more dramatic in reducing the inflation resulting from large world oil price change; such as 
those experienced in 1980. For example, the inflationary effect ofa doubling of world oil prices in 1990 
would be 2.6 percetitage points less with conservation than without additional conservation, The , 
inflation saving from a doubling of oil prices in 2000 would be even greater — as muchas6 percentage 
points. 
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Conservation reduces the inflationary impact of a steady rise in world oil prices by an amount in the range 

_ of 0.1 percentage points off the annual rate of inflation. This is beneficial in itself. Perhaps even more valuable, 

however, is the risk protection provided by conservation in reducing the inflationary impact of a large and 

sudden increase in energy prices — conservation reduces the inflationary impact of a doubling in oil prices by 
up to 5 percentage points. 


The Inflationary Implications of Energy Conservation and Conservation Policy 


Recent events affecting the domestic prices of delivered energy products have prompted great concern over 
the inflationary impact of alternate energy strategies. In assessing the relative merits of various strategies, 
-analyses have concentrated on the policy consequences for employment, real economic growth, and 
productivity advance. Both the nature and magnitude of the inflationary implications of energy policy have 
been, for the most part, of secondary interest. However, the ability to insulate the economy from the - 
inflationary effects of external energy price increases is clearly important and, hence, merits consideration in 
the overall evaluation of competing policies. 


This analysis examines the potential of energy conservation and conservation policy for moderating the 
_ inflationary consequences of rising energy prices. In particular, the long-term inflationary effects of increasing 
the annual rate of change in the price of refined petroleum products are estimated in two different energy and 
economic situations. Under both a set of Reference and Conservation energy and economic conditions, the 
analysis compares changes in the annual rates of inflation in the price deflator for Personal Consumption 
Expenditures, i.e., the PCE price deflator, induced by changing the rate of increase in petroleum prices. The 
inflation effects are estimated using the recently completed Dynamic General Equilibrium Model (DGEM) of 
Dale W. Jorgenson Associates (DJA). 


Reference Projection 


The Reference Projection from DGEM is a forecast of the U.S. economy and its use of energy over the 
period 1980 through 2000. The assumptions adopted for this projection are identical to those underlying 
DOE’s “Best Estimate Case” (Policy and Evaluation) and the “Program Planning Case” (developed for 
Conservation and Solar Energy by DJA and Brookhaven National L aboratorv). For the energy projection, 
the most important assumptions are restrictions on future nuclear electric generating capacity (an upper limit 
of 150 GWe). the decontrol of domestic petroleum and gas prices. and the future trend in world oil prices 
(Table !). Asa result, the DGEM Reference Projection is entirely consistent with the planning bases adopted 
by DOE. 


The Reference Projection then was reestimated under conditions of higher petroleum prices. The high price 
trend for the world oil price (Table 1) was developed by applying to the reference price in a given year a 
percentage increase based on the difference between this price and the 1980 Reference price. Further, 4 oné 
hundred percent. pass-through to the real price of refined petroleum was assumed. Thus, in reai terms, the 
annual rate of increase in the price of refinec petroleum was more than doubled so that, by 200, the 
petroleum price was 50 percent higher than in the Reference Projection. DGEM was resolvec annually 
incorporating both the higher petroleum prices and a price-wage-price spiral. This mechanism reflects a 
lagged response in labor compensation due to the cost-of-living increases attributable to increasingly higher 
oil prices. Thus, the total inflationary effect is due to accelerated energy price increases and price-wage-price 
interactions. 


Conservation Projection 


Next, a Conservation Projection was developed. The assumptions underlying this projection are identical 


: — 
to those of the Reference case except that the success of CS conservation initiatives leads to tt ¢ folk 
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Approximately 50 percent of these amounts represents savings of crude petroleum. As with the Reference _ 
case, the Conservation projection was reestimated to reflect the higher petroleum price conditions of Table 1. — 
In addition, the price-wage-price spiral mechanism again was employed in formulating the alternate — 


Conservation case... 2's ; iv Seger 


A comparison of the inflationary differential between the two Reference cases and that determined for the — 
two Conservation cases provides an estimate of the effectiveness of energy conservation in reducing the — 
inflationary consequences of accelerated energy price increases. However, before presenting these results, itis — 
worthwhile to examine the inflationary consequences of previous increases in petroleum prices. Table 2° 
summarizes the relevant information. Over the period 1973 through 1979, petroleum price increases added 
slightly more than a full percentage point to the overall PCE inflation rate. In both absolute and percentage 
terms, this contribution to price inflation is not large. Thus, while petroleum price increases have had a- 
significant influence on economic performance, they were not the dominant source of recent price escalation. 


Table 2 also provides a measure of the relative responsiveness of PCE price inflation to percer tage changes 
in the inflation rate of refined petroleum products (measure in terms of wholesale prices). Thzse measures 
show that petroleum price increases had an iicreasing impact over time on the annual rate of chan.ze in the 
PCE price deflator. Even so, the magnitude of this inflationary effect is not large. However, this mag iitude is - 
dependent on the rate of inflation in petroleum prices. If, over the 1975 to 1979 period, petroleum prices were 
to have doubled annually, then, given the relative responsiveness measure of 0.053, the annual inflation rate 
would have been 11.9 percent. This is 4.6 percentage points higher than the 7.3 percent annual rate.actua ly 

_ observed. Under these conditions, petroleum price increases would have accounted for more thaa onc third of 
domestic price inflation. As large and sudden increases in petroleum prices are becoming the rule rataer than 
the exception, any policy that reduces the magnitude or time rate of change in this responsivencss measure has 
a favorable impact on the general inflationary trend. . 
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Table 2 
The Inflationary Consequences of 
Higher Petroleum Prices: 
* Historical Perspective 
PCE Price Deflator: 1973-1975 1975-1979 


Annual Inflation Rate 
(Percent per year) 


With Petroleum Price Increases 9.20. 737: 
Without Petroleum Price Increases 8.10 6.26 
Percentage Point Increase A . 1305 3 1.06 
Annual Inflation Factor 
With Petroleum Price Increases 1.0920 PLOT Se 
Without Petroleum Price Increases ee ~ 1.0810 1.0626 
Percent Difference (1) : 1.015 0.998 
Price Index for Refined Petroleum Products: 
Annual Inflation Rate (Il) B 39.06 18.66 
Annual Inflation Factor 1.3906 1.1866 
Relative Responsiveness of PCE Price A/B } 0.028 0.057 
‘Inflation to Price Inflation in 
Refined Petroleum Products (Equal to I/II) 0.026 0.053 


‘Sources: PCE Price Index - Determined as a quantity weighted average of fourth quarter PCE price indices by major expenditure 
type. Quantity weights for 1978 were taken from the /980 Economic Report of the President. Price indices for 1973 and 1975 
were taken from the July 1977 Survey of Current Business; those for 1979 were taken from the January 1980 Surver of 
Current Business. - : ; 


Petroleum Price Index — Determined as the fourth quarter average wholesale price index for refined petroleum products 
as reported in selected issues of the Survey of Current Business. - 


Results of Analysis 


The major results from this analysis are reported in Table 3. They are determined from the inflationary 
differential attributable to accelerated petroleum price increases that occur, first, under the Reference energy 
and economic conditions and, then, under the Conservation conditions. Five conclusions, explainable in 
terms of the relative responsiveness measures, emerge from these results. 


First, the conservation responses already taken by consumers and producers, in response to past energy 
price increases, secure a reduction in inflation during the 1980°s. Were the 0.053 relative responsiveness 
measure observed for 1975-1979 to hold for the 1980’s, the inflationary impact of these same petro!eum price 
increases would average an additional 0.18 percentage points instead of the 0.12 actually observed. Thus, 
conservation already in place will reduce the rate of inflation in the 1980's by about 0.1 percentage points. 


Second, either with or without additional conservation. it is increasingly difficult over time to insula-e the 
economy from the inflationary consequences of energy price increases. The relative responsiveness measures 
follow a long-run, upward trend in both the Reference and Conservation comparisons. This upward trend is 
due to the interaction of steadily increasing energy prices and the dynamic feedback mechanisms whereby 
inflation in one year induces further inflation in subsequent years. Thus, it is not possible, even with 
conservation, to eliminate the long-term implication of energy price induced inflation. 


Third, in comparing the Reference and Conservation results, it is seen that conservation provides an 
immediate and permanent shelter to the economy from the inflationary effects of rising energy prices. Under 
the Conservation conditions, the relative responsiveness measure never exceeds that observed for the 1975 to 
1979 period and lies permanently below that determined from the Reference projections. For the same energy 
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price increases, the increment to the annual rate of inflation range is about 0.12 percentage points under the 
Reference conditions and as little as 0.06 percentage points with the Conservation conditions. 


Fourth, the relative effectiveness of conservation in reducing the inflationary impacts of higher energy 
prices increases significantly over time. The influence of energy conservation substantially reduces both the 
magnitude and the time rate of change in the relative responsiveness measure as compared to the Reference 
projection. The ratio of these measures from the Reference projection to those from the Conservation case 
provides an index of the relative effectiveness of conservation policy. By the year 2000, the inflationary 
consequences of energy price increases with conservation are less than half of those without conservation. 
Converscly, the inflationary cost of accelerated energy price increases is more than twice as large under the 
Reference conditions than would be the case with successful conservation policy. 


Effects Over Time 


The magnitude of the inflationary effects is not large, for example, the largest annual increase in Reference ; 
case inflation due to rising energy prices is 0.2 percentage points. However. this is due entirely to the 
magnitudes of the energy price increases contained in these Reference case conditions: as the energy price 
_ increases are small, so are the inflationary consequences. But it may well be that future price rises occur in very 
large jumps, similar to the doubling of world oil prices in 1979. Increased protection against the inflationary 
effects of large energy price rises is provided by conservation, and this may be the greatest anti-inflationary 
benefit of energy conservation. ; 


Suppose that, in absence of any petroleum price increases, the annual rate of PCE price inflation over the 
period 1995-2000 is 6.5 percent and that the 1995-2000 relative responsiveness measures are as observed under 
‘the Reference and Conservation conditions. Under the Reference conditions, an annual doubling of 
petroleum prices would add almost I! percentage points to the rate of overall price inflation. In these 
circumstances, inflation would average 17.4 percent annually. However. under the conservation policy, the 
annual increment to inflation would be less than 5 percentage points and inflation would average 11.2 percent 
annually. This example demonstrates that, while the inflationary consequences of large energy price increases 
are significant even with conservation, the energy conservation does partially insulate the economy from these 
inflationary effects. In the face of large and sudden energy price rises. this inflation insulation is very 
significant. Further, this insulation effect increases over time so the early adoption of strong conservation 
measures provides very useful insurance in the form of reducing the inflationary risk associated with large 
future jumps in energy prices. 
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APPENDIX Beara iiint 


Comparison of Inflation Estimates 


This section compares the inflation estimates a presennedi in several recent studies performed for Poliey. Plan: 
ning and Evaluation of DOE: CS. These studies are: ;  eabivorq 


(1) the present analysis using the Hudson-Jorgenson energy and economic aMubaiaee model, 


(2) “Energy Conservation as an Aid to Redycing Inflation,” by Edward A. Hudson, dated 1B March 1980 
Which used general economic analysis to estimate the effect of conservation on energy price induced 
inflation; 


(3) “Notes on Caliban of the Effect of Conservation on Inflation” by Lawrence J. tam dated Mareh 
1980 which used general economic anal\sis. 


The reduction in the av erage rate of inflation that is made possible by energy conservation is estimated i in 
each of these studies as follows. at 


(1) For the DOE Best Estimate oil price rise of 2 percent annually. a real terms, the resulting impactor the 
average annual rate of inflation is reduced by conservation by 0.04 percentage points. (This is for the 
period 1980 to 2000 and is calculated from the information i in Table 3). ; 3 


(2) In the second study, conservation of 5 quads was estimated to reduce the inflationary impact of a doub- 
ling in oi] prices by 0.5 percentage points. These relationships imply that conservation of the magnitude 
considered in the present study (23 quads in 2000) would reduce the inflationary impact of a 2 percent 
annual rise in oil prices by 0.05 percentage points. ' 


(3) In the third study. by Lau. conservation (of 25 quads iat 2000) was estimated to reduce the price levelin 
2000, resulting from a 3 percent annual rise in all energy prices. by 3.0 percent. This corresponds to con- 
servation of 23 quads and a 2 percent annual energy price growth leading to the price level in 2000 being 
reduced to 1.84 percent. In turn. this corresponds to the annual rate of inflation being redu esd by 0.09 
percentage points, This implies that the conservation measures would reduce the impact of a 2 percent. 
annual rise in oil prices by 0.03 to 0.04 percentage points since petroleum’s share in the total value of 
energy purchases is projected to lie in the range of 30 to 40 percent over the period of 1980 to 2000. 


The three different approaches all give inflation estimates of similar orders of magnitude. The model 
simulation estimates are central in the range. There is no conflict or inconsistency between the three 
approaches and the resulting estimates. If anything. the fact that three entirely different approaches vield 
comparable results adds further support to these quantitative estimates as being meaningful representations 
of the inflation reduction achieved by energy conservation. 
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STATEMENT BY JERRY M. BRADY 
BEFORE THE SUBCOMMITTEE ON 
INTERIOR AND RELATED AGENCIES 
COMMITTEE ON APPROPRIATIONS 
HOUSE OF REPRESENTATIVES 

April 8, 1981 


Mr. Chairman, on behalf of the Energy Conversion Group, a 
group of companies that specialize in energy efficiency research 
; and development for industry and consumers, I am honored to join 
this outstanding panel of witnesses. Collectively these men 
have demonstrated how we can achieve energy self-sufficiency in 
| this century several times over. If this were a revival, you 
| would have assembled enough good preachers to save everyone 
within earshot by nightfall. 


However, it is important to recognize that if this were a 
church, most of us would already be of the same faith. As 
preachers exhorting a recalcitrant nation with statistics and 
bright plans, we should acknowledge that we compete with an 
establishment church which has the advantage of being in the 
pulpit. I refer to the economic religion whose theology is: 
The Market Saves. In response to the exhortation to good works 
-emanating from Oak Ridge and Princeton, MIT and Berkeley, this 
theology offers the promise of faith: faith that price alone 
will discipline wasteful appetites; faith that by renouncing 
government subsidy, regulation, and higher taxes we will be 
saved by the creative force of enterprise. 


I say this not to heighten conflict but to expose what is 
the central issue in this hearing: is there any basis other 
than faith to believe that private industry will pick up the 
research burden now carried by government? More to the point, 
can we be confident that private industry in the United States 
will be able to develop the technologies necessary to achieve 
high efficiency at home, retain domestic markets and capture 
a reasonable portion of the world's markets? My testimony will 
be devoted to these questions alone. I will try to suggest 
that what we need is an ecumenical solution, requiring faith 
and good works by both government and private enterprise. 


The Future Belongs to Technology 


In my previous testimony before this committee I focused 
on international competition and I would like to begin at that 
point today. Certainly, we do not want American manufacturers 
of energy efficient equipment for industry and consumers to go 
the way of the television and automobile industries' losses to 
Japan. I would like to begin with a consideration of that ex- 
perience, however, and draw a recent evaluation of Japanese 
industry as it affects world trade. 


Dr. Jack Baranson, a leading authority on industrial 
development, has just completed an unpublished study of how | 
Japan has achieved world leadership and why it is capable of 
capturing additional markets. The reason for Japan's success 
is not, he says, simply the marshalling of capital, the supe- 
_rior organization, and the use of export trading companies 
with which we are familiar. Rather, he concludes that the : 
Japanese comparative advantage is directly related to techno- 
logical development. It is the Japanese ability to manage 
technological change in a dynamic world economy" which is its 
decisive competitive advantage, Baranson says. 


Many factors contribute to this ability to manage techno- 
logical change: a highly literate population, automation, 
four or five times more design engineers in the work force, 
emphasis on quality control, and higher capital spending. But 
of greatest importance to us here is Baranson's central point: 


Japanese industry is financed and managed to emphasize long- 
range planning and long-range risk-taking in advanced technolo . 
areas. Japan does this through increased capital spending and 

larger expenditures on research and development. Japan also : 


does this through effective government support of industrial 
efforts. 


> 
& 


Commenting on Baranson's insight, Harald Malmgren, one of 
the country's leading experts on world trade, has written, "As 
we look forward, we should bear in mind Japan's lesson that 
competitiveness is a dynamic process, based on mastering tech- 
nology rather than being overtaken by it." 


What does all of this have to do with the question before 
your committee, Mr. Chairman, namely, how much money should 
the government spend on research and development for energy 
efficiency? For the benefit of believers of all persuasions, 
I want to acknowledge that government spending for research is 
not the key to Japan's success. We are not suggesting we must 
match the Japanese yen for yen. Instead, it may well be that 
the United States government must spend more on research than 
the Japanese, not less, precisely because of the system we have. 
Japan may have to spend less on research because it has a few 
large companies where we have many; because it forces or expects 
its companies to share technological research, whereas we forbid 
sharing because it violates anti-trust laws; and because our 
companies are financed primarily by share-holders who look to 
quarterly earning statements while theirs are financed by long- 
term debt on terms that allow ten-year paybacks. 


Japan is built to capture world markets in the 1980s in 
a way that we are not. For the sake of jobs 5 or 10 years from 
now, the United States government should therefore be pushing 
toward greater private and public investment in technology and 
building cooperative private-publio strategies to protect existing 
markets and capture new ones. Instead, we are doing the opposite, 
trusting that industry alone will do the job. 
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Research by Industry 


‘4 When speaking about research and technology development in 

Japan, I am referring primarily to activities which will result 

_ in large-scale production of technologies that have a world 
Market: turbines, advanced automobiles and truck engines, and 
commercial and residential products such as heat pumps, water 
heaters and furnaces. Our concern is that Japan and other 
countries in Europe will surpass the United States in many of 
these technologies because U.S. industry cannot engage in long- 

_ range, high-risk, high-gain technology development. That is 
why we are so concerned about the decimated budgets for Techno- 
logy and Consumer Products in the Building and Community Systems 
Program and the Vehicle Propulsion R, D and D Program in Trans- 
portation. 


: 

4 

We are also concerned about the Industrial Conservation 
Program budget for slightly different reasons. I would like 
next to consider the research expenditures of major U.S. indus- 
tries not only with regard to international competition but 

simply to make them more productive, whether they compete abroad 

| or not. 

For years U.S. research was the envy of the world and grew 
constantly. It still is in some cases. However, statistics 
reveal that today those industries which use the most energy, 
spend the least on research to pull them out of the hole. For 
the years 1975 to 1979, textiles, steel, paper, and metals and 
mining all held their research expenditures at a constant -- 

-and low -- level (See Exhibit 1) even though they were in most 
cases, suffering competitively. Some of them are caught in a 
Catch-22, unable to get the capital to save themselves. Here 
is a list of R and D expenditures as a percentage of sales for 
these industries compared to others: 

: R&D Expenditures As 
Industry Sector A Percent of Sales* 


- All Industry Composite Be 
- General Machinery 1 
- Metals and Mining 0 
- Oil and Coal 0 
- Paper 0 
- Steel 0 
- Textiles 0 


* Average of 1975-1979. 
To put those percentages into dollar figures, here are 


teh 1979 Research and Development expenditures for these same 
industries: 


1979 Company R&D 


Industrial Sector Expenditures $ Millions 


- All Industry Composite 23,836 
- General Machinery 427 
- Metals and Mining 184 
- Oil and Coal : L7asi 
- Paper . 167 
~< 7 8tebl, 22 146 se 
- Textiles 45 7h 


These figures still do not tell us what we want to know, 
however, because they are for all research in energy efficiency. 
No statistics are available to show what percentage of this 
total research budget is related to energy. We have tried to 
sample enough companies to get an idea of what the correct — 
figure is and we conclude that probably five percent, and no 
more than ten percent, is devoted exclusively to energy, al- 
though energy saving undoubtably are a significant considera- 
tion in research on process changes. The most generous and 
optmistic assumption we can make is that 15 percent of research ~ 
is devoted to saving energy. This means that in textiles, 
steel and paper, the energy research budgets would total about 
$55 million, a very small number. -- 


If energy is so important in energy-intensive industries, 
why are budgets so low? One reason revealed by our survey is 
that research budgets are not always research budgets. We 
believe that from one-third to 45 percent of research may in 
fact be technical assistance to solve on-line technical problems 
of operating divisions. Of the remaining research, half or more 


is devoted to product development and process change. 


The Environment for Research Investments 
——$———— i earcen investments 


What we have seen so far is that research budgets are 
smaller than they appear; that they are smallest in those indus- 
tries which are energy intensive and thus need it most; and that 
only a small percentage of those budgets are devoted to energy. 
That being the case, how likely is it that industry will pick 
up a long-range, high-risk, high-gain research project which 
the government might otherwise fund? To answer that question 
we need to know more about the environment in which a decision 
to invest in research is made. 


To answer this question, we turn to Mr. Fred Frank, 
Managing Director of Lehman Brothers Kuhn Loeb. In a speech 
which I ask be included for the record, Mr. Frank reminds us 
that the after tax cost of equity has tripled since 1960, 
partly because the investing public wants a higher risk premium 
for investments in shaky times. This is one reason that only 
very short-term investments with paybacks of two or three years 
are economically feasible. He cites many reasons for this con- 


clusion but I will focus on just three. 
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One reason is that risky research investment will impair 
a company's senior debt rating. Just the investment, let alone 
the failure of an experiment, could constrict a company's 
available capital so as to raise the cost of borrowing the next 
dollar. 


'. A second critical factor is that a substantial investment 
in long-term research will affect a company's price-earnings 
ratio, which Frank says is a company's "most fragile and high- 
powered resource." Because this ratio is so sensitive, pulling 
money out of production for research could push a company's cost 
of acquiring even higher, increase the cost of pension programs, 
and affect the value of a company's stock in the market. 


A third factor concerns whether a project can finance itself 
after a reasonable interval by the use of internal capital, or 
whether the company must go into long-term debt just for that 
project. Frank concludes that "very few companies presently 
have the absorptive capacity" to make investments of this kind. 
Most important, he finds that the industries which have the 
most need for research -- either because they must reduce 
energy consumption to survive or in order to compete interna- 

' tionally -- are the very industries which would stumble over . 

. im the tests discussed above. Glamour areas, like genetic research, 
} ox capital-rich industries like oil and gas can afford more 
| research. They also get the most money from the government. 


| Research in the U.S. Corporate Strategy 


What we are seeing is the effects of the essentially short- 
term outlook of American business driven by financing through 
the stock market. Japan, by comparison, finances principally 
through bank debt on terms unthinkable in this country but 
highly. conducive to advanced technology development which is 
the key to world trade. Our reward system, for Managers and 
shareholders alike, emphasizes the short run while the Japanese 
do everything in the long run. This short-sightedness leads 
to greater waste of energy than necessary and, eventually, to 
a loss of competitiveness on a world scale. : 


Research, Demonstration, and Market Development by Our Competitors 


We have spoken exclusively so far about Japan, but in fact 
our greatest competition may come from Europe. Japan's research 
budget doubled between 1979 and 1980. But so did that of France. 
The French government now spends about $450 million each year 
for energy savings technology: about $300 million for loans, 
and $150 million for direct subsidies. This is matched by $250 
million in private funding. Forty-five industrial efficiency 
demonstration projects were initiated in the last two years. 


76-703 0 - 81 - 36 (6b) 


Germany has been providing research and development grants 
and subsidies since 1974 in such things as thermal insulation, 
recovery and use of waste heat, heat pumps and district heating. 
From 1977 to 1980, Germany spent $222 million for these activities _ 
and in 1978 spent an additional $56 million for research devel- - 
‘opment and innovation in energy saving technologies. Great ’ 
Britain has earmarked one billion dollars for energy conservation 
in just four years and just recently targeted $58 million for 
energy grants and demonstration projects for industry. 


The New Economic Environment 


The picture we have sketched accurately reflects the world 
as it is today. We conclude that already the United States 
undertakes too little research and development in its energy 
intensive industries and spends too little to develop the long- 
range, high-risk technology of the future in energy efficient 
equipment. 


Will the new economic environment change this conclusion 
to any degree? Is there any reason to assume that a lower 
corporate tax rate, or a new "ten-five-three" rapid depreciation 
schedule will cause more investment in high-risk research and 
industrial demonstration programs? To*be sure, research is 
included in accelerated depreciation treatment, but that does 
no more than keep research even in its competition with pro- 
duction for discretionary dollars. Has the environment changed 
concerning the importance of senior debt rating, or the price 
earnings ratio? Has anything changed to allow or encourage 
corporate managers to emphasize long-range risk management? 
Have we changed anti-trust laws to emphasize the sharing of 
technology, thus lowering cost? Of course the answer to all 
those questions is "NO." 


In the end we may be left with no more than a leap of 
faith that corporations will do what is in their long-range 
good. There is little rational basis for believing that pri- 
vate industry will pick up the federal investment in research 
and development in energy efficient technology or that it will 
increase its investment in long-range research in energy. 


Closing Hymn 


One conclusion from this statement, Mr. Chairman, is that 
this committee should restore the budgets for Industrial Energy 
Conservation, Technology and Consumer Products and Vehicle 
Propulsion. We urge you to do so. 


But given the sweep of our argument it would be inappro- 
priate simply to conclude with a request for money because, in 
truth, money is not the only answer, even when speaking to an 
Appropriations Committee. We need more than these three iso- 
lated budgets. We need a coordinated generic research program. 


jg 


Instead of simply more dollars from government, we need better 
coordination, leadership and technology promotion by industry. 
Instead of adversary relationships we need cooperation between 
government and business. But it seems elementary that these 
things will not come to pass if there is no federal contribution 
to research. 


n Mr. Chairman, when a chorus of voices calls out to you, 
"Cut everybody but me," solving conflicts with simple formulae 
must seem inviting. But I would suggest to you that all budgets 
are not alike. Some things really are better than others. 
Conservation does conserve the earth's limited resources. There 
is only a certain volume of precious minerals in the earth that 
can be used to produce new energy, only so many particulates the 
atmosphere can absorb without death and disease, only so many 
points inflation can be pushed up through inefficiency without 
injuring our society fundamentally. It is more blessed to save 
than to produce. There is a time for every purpose under heaven 

| and this time is better than any which preceded it to begin to 
| use energy efficiently. 


. 
Hi 
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Fact Sheet on State Energy Programs 


Since the Oil Embargo of 1973, states have become increasingly involved in 

creating and undertaking programs to help deal with our nation's oil dependency. 

The states and localities have also become the primary delivery system for national 

_ energy conservation and emergency programs. Despite the effectiveness and Pressing 
need for these programs, all but one of the state energy grant programs are being 
‘proposed for elimination in Fy 82. Following are reasons why these programs should 
be maintained during this period of severe economic problems and a suggested 
approach to consolidating the programs, thereby eliminating some unnecessary ad- 
Ministrative costs. ‘ 


© These programs are inf lation-restraining. There will be a significant benefit 
to the economy if these programs are retained. 


Oo These programs are cost-effective. The collective energy cost avoidances for 
1976-80 amounted to $22 billion with a benefit-to-cost ratio of 30 tol. 


_© These programs will ensure that the nation will be better prepared to cope 


with the dramatic impact of a Major oil supply disruption. 


© These programs address the needs of the low-income individuals who will feel 


more intehsely the burden of rapidly rising energy costs. 


o These programs will directly offset the continuing need for direct fuel 
assistance Payments to the poor. 


o These programs are helping to reduce our nation's overall rate of ener 
consumption without sacrificin Quality of life while sending signals to 


our allies of our commitment to reducin our oil dependency. 
erm tO reducing Our _ 011 dependency 
© These programs will help cushion the impact of decontrolled oil prices on 
If there is one concern 


the average American homeowner and businessman. 
equal to the concern with inflation to the American citizen, it is the rising 
price of fuel. 


The Programs 


o State Energy Conservation Program (SECP) ($47.8 million appropriated in FY 81) 


« SECP has established the states as the primary delivery mechanism for 
energy conservation programs and has provided the basic stimulus for the develop- 

; ment of state energy policy and programs. SECP requires states to undertake 

‘ certain mandatory conservation measures while developing additional conservation 
measures appropriate for the state. In addition, SECP has been drawn on to carry 
out additional national programs such as residential conservation programs and 
energy emergency activities. 


Conservation estimates of four major SECP measures indicate that for every 
dollar of federal funds spent, $5.40 worth of energy was saved with a cost-benefit 
ratio of 1 to 5 for 1979. 
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o Energy Extension Service (EES) ($20 million appropriated in FY 81) 


EES provides small-scale energy users with personalized information and 
technical assistance on energy conservation and the use of renewable resources. 
Services such as energy audits and self-help workshops are tailored to the needs 
of homeowners, small businesses, local governments, and other public institutions. 
The program began as a pilot project with 10 states and, based on favorable 
results, was expanded nationwide. EES clients in the ten pilot states saved the 
equivalent of 6,400 barrels of oil per day beyond what would have been saved 
without the program. The cost of achieving these additional energy savings 
averaged $8.50 per barrel of oil equivalent. Compared to the cost of buying a 
barrel of imported oil ($30 - $35), the EES is clearly cost-effective. For 1980 
it is estimated that 6.9 million barrels of oil equivalent was saved beyond what 
would have been saved without the program. 


© Institutional Buildings Grant Program ($181 million appropriated in FY 81) 


This program administered by the states provides support in the form of 
matching grants to financially strapped institutions that would not otherwise 
have the front-end finances to pay for cost-effective efficiency measures. In 
FY 80 eligible institutions submitted nearly 21,000 applications for technical 
assistance and energy conservation measure grants. DOE made nearly 8,300 grant 
awards to individual institutions, totaling over $220 million and supporting 
approximately 21,000 institutional buildings. 


© Low-Income Weatherization ($182 million appropriated in FY 81) 


The Weatherization Assistance Program is targetted toward weatherizing housing 
of low-income families to help them cope witn rising energy costs. The need for 
a strong, effective, low-income weatherization program will be especially pressing 
given the decontrol of energy prices. Although there were significant problems 
in the earlier years, especially in the use of CETA labor, substantial changes have 
been made and the program aver the past year is proving itself quite effective. 


The program has weatherized 265,182 homes in FY 1980 with expenditures of 
$182,082,673. This compares to FY 1979 figures of 118,200 homes weatherized and 
expenditures of $39,937,746. Production increased by 224% over FY 1979. The 
savings per dwelling are permanent savings. The equivalent of over 2 million 
barrels of oil will be conserved each year in the 860,000 homes weatherized so far 
through the DOE program, avoiding costs of $64.5 million. 


o Emergency Energy Conservation Program ($10 million appropriated in FY 81) 


The Emergency Energy Conservation Act of 1979 is the major legislative authority 
enabling the nation to deal with energy shortages and relies heavily on states to 
provide the first line of defense in a supply disruption. State actions are 
needed to help cope with the dramatic economic impact of any future energy shortages. 
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Recommended Approach 


Recognizing the need for reducing the overall budget, states are willing to 
take cuts in the programs but not total elimination. 


FY 82 Appropriations 


Some funding cuts could be made from the combined FY 81 appropriations 
level of $77.8 for SECP, EES, and EECA as we move toward a more flexible block 
grant approach. : : 

Separate funding for low-income weatherization should be restored to $200 
million -- the original proposed level for FY 81. The program will essentially 
be lost if it is included “in the Community Development Block Grant Program 
without separate additional funding. In addition, under the low-income assist- 
ance program, Governors should be allowed to use some of these funds to supple- 
ment weatherization efforts, offsetting the need for future direct fuel payments. 


Energy Block Grant 


The state and local governments have supported an energy block grant which 
would combine the programs described above. The block grant would allow the 
state to target funds to the most needed and cost-effective programs for the 
individual state. Conservation, renewable and conventional resource development 
and emergency programs could all be carried out wnder the grant. In addition, 
coordinated audit and weatherization activitiés would be targetted to low-income 
groups. The block grant could be funded at approximately $300 million, repre- 
senting a 33% reduction from the combined FY 81 appropriation level, and would 
include a 20% match requirement. 
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4 Good Afternoon, I am David Greene, Group Leader of the 
“Transportation Energy Group at Oak Ridge National Laboratory. For over 
four years our group has been conducting research and analyses of — 

e ergy issues related to the transportation sector. These have 

Barret tie Shaiay demand forecasting, energy intensiveness analysis, 
Bee at Supiort of the Emergency Energy Conservation Act of 1979, 
annual publication of the Transportation Energy Conservation Data 
Book, even transportation of Sibbay Wires including radioactive 
wastes. We are not at present directly involved in research and devel- 
4 opment of transportation technology. I will not be making any remarks 
i this Reverie on the desirability or likelihood of success of any 
particular transportation technology. Instead I will present more 

Pe enbrat observations based on our research concerning where government 
~ action, whether research, information dissemination, or emergency 

4 planning, is needed to solve our energy prob lane. 

3 I am happy to have the opportunity to share with you some of what 
we have learned about energy use in the transportation sector and the 
present and potential role of DOE Transportation Programs in increasing 
the efficiency of petroleum use in those sectors. There are four major 


points I want to convey in my brief statement. First, that the 


oe” re 
‘ix 


transportation sector is key to our petroleum imports problem. Second, 
i that a look ahead towards 2000 indicates long range technology research 
| and development is needed and that the federal government is probably 
es the only agent in society with a long enough social time horizon to 
Worry about that future. Third, that right now government actions can 
; help to improve the efficiency with which the market operates and 


thereby conserve significant amounts of petroleum. Fourth, and finally, 
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that what are sometimes referred to as “soft” DOE conservation programs, 
for example, ridesharing and driver education for conservation, have a 
potentially very significant role to play. not only in improving fuel 
efficiency in everyday driving but also in helping the nation minimize 


the loss of mobility during supply emergencies. 


Petroleum use in Transportation 


As a whole, the transportation sector accounts for one quarter of 
total energy use in the United States. But because it relies on 
petroleum as a source for over 95% of that energy, transportation 
accounts for 50-55% of total petroleum consumption. Whereas other 
sectors have considerable potent#al ‘for substitution among energy 
sources, transportation is all but entirely dependent upon petroleum. 
These statistics have not changed in any significant respect for at 
least two decades. Thus the transport sector, without which everything 


would literally come to a halt, is the critical petroleum using sector. 


The Need for Long Run Transportation Technology Research and Development 


A recent study conducted by Oak Ridge in collaboration with 
Argonne National Laboratory examined possible future trends in 
transportation energy use and the potential impacts of DOE conser- 
vation programs on those trends. I am sure you can appreciate the 
uncertainties involved in assessing the effects of as yet only par- 
tially devedoned technologies in an uncertain future. Our study, 
however, produced some interesting conclusions which turn out to be 
insensitive to the detailed assumptions we had to make. 

Our baseline forecast to the year 2000 excluded DOE conservation 


programs and was based on growth rates of just under 3% for real GNP 
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and disposable income, less than 1% for population, and 2% for real 
prices of petroleum transport fuels from 1980 to 2000. With these 
growth assumptions, even assuming substantial fuel economy improvements 
for each mode (e.g. 25% for heavy trucks by 1990, compliance with the 
1985 CAFE standards, introduction of NASA aircraft technology, etc.), 
our forecasts indicated substantial increases in transportation energy 
use from 19.5 quads in 1980 to almost 23 quads in 1990 and over 27 in 
2000. Because of automobile fuel economy improvements through 1985 in 
line with the CAFE standards automobile energy use was held in check. 
Most other modes, however, tended to increase roughly proportionately 
with income and GNP growth despite substantial fuel efficiency gains. 
Heavy truck, air, rail, marine and pipeline energy use increases 
accounted for virtually all the increase in transportation energy use. 
Thus despite our assumption that most presently known and economically 
feasible energy conservation technologies would be adopted before 2000, 
petroleum use in transportation increased substantially. 

The estimated impact of DOE transportation energy conservation 
programs was to accentuate the trend away from an automobile dominated 
pattern of energy use. The approach Oak Ridge and Argonne took in 
estimating DOE transportation program energy savings was to assume 
that program goals, if we judged them to be at least plausible, would 
be met. That is, if the program goal was to develop a heat engine 30 
percent more efficient than Internal Combustion Engine powerplants 

available in the future, we assumed that this would happen. Under the 
budget proposed by the previous administration we estimated petroleum 
Savings of 4.5 quads in the year 2000 (of shike 1.6 quads were synfuels 


— alcohol or coal and shale oil derived — for a conservation petroleum 
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savings of approximately 2.8 quads). The estimated reduction in | 
petroleum use was far from equally distributed across modes. The 
estimated 4.5 quads of savings breaks down as follows: three quarters — 
is gasoline for automobiles and light trucks and about 90% is gasoline 
or diesel fuel for highway use. While automobiles account for almost 
50 percent of transportation energy use in 1980, they account for only 
one-third in 2000 in the baseline scenario and less than 30 percent 
after DOE program impacts. After taking into account the effects of 
DOE conservation programs, trucks, both heavy and light, comprise over 
35 percent of total transportation energy use. This is despite a 25% 
general improvement in heavy truck fleet fuel economy. All other 
modes also increase their share of total energy use as automobile 
energy use actually declines. 

The explanation for this trend which emerged from our forecasting 
models and policy impact analysis is actually quite simple. First, 
automobiles have a lot more to conserve about. In comparison to other 
modes they are generally operated with more unused carrying capacity 
and consume more energy in delivering amenities to the consumer which 
are not directly necessary for the act of getting from point A to 
point B. Second, automobiles are now ubiquitous. As incomes increase 
proportionately less will be spent on more automobile travel and more 
on increased travel by air. As energy prices increase and personal 
incomes and GNP grow, the greatest efficiency improvements will be 
made where the greatest improvements can most easily be made, in the 
automobile. Air travel increases with increasing income despite 
moderately increasing fuel costs and freight transport increases 


roughly in proportion to GNP. 
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__ What this transportation energy future means, I believe, is that 
if the petroleum use of transportation is to be greatly reduced without 
_ greatly reducing the mobility of persons and goods in our society, new 
technologies are needed. These riew technologies must: 1) increase 
4 the conversion efficiencies of petroleum based fuels, and 2) be capable 
of using non-petroleum based fuels in an efficient, safe, and environ- 
_ mental ly acceptable manner. Technologies with applications in marine, 
: rail, and particularly heavy truck transport are especially needed. 

The role of the Federal Government in Supporting long range tech- 
nology research and development is well known. I will not belabor 
4 that point. However, it is important to recognize that the kinds of 
'@ technological developments which are needed in transportation, whether 
gy they be achieved by advanced batteries, stirling, turbine, adiabatic 
diesel, or some other energy conversion and storage technologies, are 
not likely to be ready for the market for 10-20 years. Furthermore, 
_ much of their overall benefit to society in terms of improved environ- 
mental quality and greater national security will be external to the 
market. These are hardly characteristics which will attract private 


investments, especially in the present economic climate. 


Improving Market Efficiency 


In other areas our research has shown that government actions 
can, at are now conserving significant amounts of petroleum merely by 
helping our market system to operate more efficiently. This is done 
by providing consumers with consistent and credible information upon 
which to base their energy-related market choices. Conclusive proof 


Of the exact amount of energy saved by such information programs is 
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obviously difficult to come by so let me offer some strong circumstan- 
tial evidence. Our analyses of detailed monthly automobile sales data 
shows that at least 20 percent of the improvement in the overall fuel 
efficiency of new cars is due to the selection by consumers of more 
efficient models within the same size class. This was true for 1980 
versus 1979 and first quarter 1981 versus first quarter 1980 model 
year cars. The introduction of new, more efficient models, and improve-- 
ments in the new model year efficiencies of existing models were 
controlled for in our analysis. If anything, we are convinced that 
our analysis understates the savings. In order for consumers to make 
these intelligent choices, it was necessary for them to know which 

cars were more effictent and by how much. The fuel tae labebipe 
program, which includes DOE's publication of the Gas Mileage Guide 
provides the kind of information which is necessary. 

There are other areas in which information alone could save 
Significant amounts of fuel. Tests have verified that so-called “fuel 
saver" engine oils are capable of improving vehicle fuel efficiencies ‘ 
from 1 to 7% over normal, high quality, multigrade Oils. Presently 
these oils comprise a small fraction of the engine oil market. While 
fuel saver oils now sell at about $0.25-0.50 per quart above the cost 
of other multigrade oils, the extra cost of a five quart oil change 
would be recouped in 1 to 2 months by the typical owner of a 15 mpg 
vehicle and in 2 to 3 months by the owner of a 25 mpg vehicle (assuming 
only a 2% fuel economy improvement and a vehicle usage rate of 192 
miles/week). Under these circumstances it is difficult to understand 
why any rational consumer would pass up such a bargain. Yet a four 


phase 1979-80 consumer survey by J. D. Power and Associates indicated 
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that only 7% of respondents used special or synthetic oils to improve 
the fuel efficiency of their Vato I suggest that most consumers 
are not aware of or do not believe the fuel economy claims of fuel 
Eva? oils and have certainly not done the calculations necessary to 
see if the extra cost is worth it. If an additional 75 percent of all 
autos and light trucks used fuel saver oils, on the order of 1.5 

Bhi VYorisda tion of gasoline could be saved annually (based again on 2% 
Bs av figs: in fact, the actual amount could be 2-3 times that). 

_ There are other areas in which credible, consistent information 
could save energy and leave everyone better off. Proper choice of 
tires and lubricants can Save energy as can foregoing the use of cer- 
tain optional Bae snouts Driving behavior is also a critical deter- 
-minant fuel economy though exactly how is still poorly understood. 

E Consumers need believable information in order to determine for them- 
"selves what energy conserving actions they want to take and what trade- 
3 offs are in their best interest. Who will provide this eraaiilathon if 
: not the federal government? A well conceived program of research into 
A how the fuel efficiency of existing vehicles can be improved through 
individual actions in the way of maintenance or driver behavior has 


the potential to pay handsome returns for a minimal investment. 


Near Term Conservation Programs and Petroleum Supply Emergencies 


It is clear that the government has an important role to play in 
minimizing the impacts of possible future petroleum supply emergencies 
~and insuring the effective and equitable distribution of available 
supplies. Contingency measures such as the strategic petroleum 


reserve, fuel rationing, or other contingency planning measures come 
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to mind immediately. What is less often recognized is that ongoing ~ 


conservation information and outreach programs such as ridehsharing or — 
driver awareness programs constitute important resources for coping 
with supply shortages. Individuals who may be only marginally 
interested in such conservation measures under normal market condte ona 
suddenly become very interested when shortages occur. If the short 
run price elasticity of gasoline demand is —0.2, then a 10% shortage 
with unregulated prices would trigger a 70% price increase. Ina 20% 
shortage, a tripling of gasoline prices would result. Having the 
information resources and infrastructure available to individuals when ~— 
a shortage occurs can greatly enhancé their ability to respond to a 
shortage with the least loss of mobility. In effect, I am suggesting 
that knowledge and intelligent response can be used to increase the 
short run price elasticity of gasoline demand. 

Once again let me offer some strong but circumstantial evidence 
to support this contention. Survey evidence indicates that during the 
Arab OPEC oil embargo of 1973-74 only 23 percent of workers who for- 
merly commuted alone began ridesharing. After five years of 
Government promotion of ridesharing as an energy conservation measure 
consumer response to the 1979 shortages and price increase was 
different. A 1979 survey by J. D. Power and Associates indicates that 
7% percent of drive alone commuters took up ridesharing to conserve 
gasoline. A March 1980 Gallup survey indicated that a total of 12 
percent of drive alone commuters converted to ridesharing. On an 
annual basis this would correspond to a savings of 0.5—1.0 billion 
gallons of gasoline about 2/3 to 3/4 of which was probably stimulated 


by Government efforts to promote ridesharing. 


t 
| 
] 
] 
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The DOE driver awareness and training programs also have 
tremendous, though largely unrecognized potential as emergency conser- 
vation programs. Though statistically sound, scientific proof of 
Savings has yet to be generated, there is good reason to believe that 
Siectaniial Says are possible through modified driving strategies. 
Fuel economy gains on the order of 10 percent or more seem likely. 
Even if fuel efficient strategies were often too tedious for average 
We vers to observe in their everyday driving, the potential of this 
program as an emergency conservation measure should easily justify the 
small investment in research and information dissemination it would 


require. 


The Need for Evaluation 


Finally, it seems clear to me that the Department of Energy needs 
to maintain the research and analytical capabilities to understand 
energy use and energy efficiency in the U.S. transportation sector to 
be able to determine where Government action to achieve energy conser- 
vation is warranted. Just as there is a need to assess the potential 
for Government action there is a need to evaluate the effectiveness 
and necessity of Government programs in progress. There has in the 
past been a general lack of such critical evaluation. Perhaps this is 
because in the past conservation programs have been given the benefit 
of the doubt. The current presumption seems to be just the reverse 
and so programs are to be eliminated without critical evaluation. 
Clearly neither approach is the prudent one. Government conservation 
programs have been and can be of significant value in solving our 


energy problems. The likelihood that appropriate actions will be 
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Mr. Chairman and members of this subcommittee: 


Your commitment and concern with respect to energy conservation is evi- 
denced by holding this special hearing, and I am very pleased to be here to 
testify. In the few minutes allotted to me, I would like to appeal to your 
sense of logic and give you some food for thought before you make your budget 
decisions, 


I will try to give you some insight into the effects of the proposed FY. 
1981 rescissions and the FY 1982 budget reductions on some of the conservation 
technology programs and, in turn, on some of the U.S.-manuf actured consumeyd 
products. My comments will be from the vantage point of a technology oriented 
company, which I represent. My remarks, however, are shared by many other 


companies engaged in a number of DOE conservation programs. 


Most of us recognize that the present mood of the country is to reduce 
Federal spending. I endorse this noble objective. It is important, however, 
that this reduction in spending is analyzed carefully and, if appropriate, 
should be adopted only after the President has submitted the National Energy 
Plan III to Congress and Congress has reviewed it. The proposed budget cuts 
by OMB were done hastily and do not reflect an understanding of the value of 
many of the DOE programs. This is especially true in the case of energy 
conservation technology where the budget slashes will negatively affect the 
future of a large segment of our American industry. Thus, while these slashes 
May appear as a short-term solution, on a longer term basis, they will nega- 
tively affect our balance of trade and will result in even higher unemploy- 


ment. 


While the budget cuts are going through the legislative process, we hear 
such comments as: "We must revitalize our American industry"; "Let the market 
forces govern"; and "Industry will do it alone." The questions are, "How?" 
and "Who?" } 


It is true that we must revitalize our innovative process which has 
fallen far behind most of the developed nations, and that industry can do it 
alone. However, United States industry will not do it alone for some very 


good business reasons which will be discussed later. In fact, I firmly 


————ES 
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believe that the foreign industry will largely benefit from the proposed cuts 
in energy R&D and, in particular, from the very large conservation technology 
slashes. Let me try to illustrate this point. 


While we have a great variety of U.S. industries, they can be divided 
into six broad categories (Table I). The last two industries listed in Table 
I, the automotive and housing industries, which, in large measure, govern the 
health of our economy, are sick. (Refer to the attached fact sheets.) They 
lack capital; they have been burdened by regulations and dissatisfied stock- 
holders; their sales have suffered from very high interest rates; and many of 
them are lacking in leadership. It is largely these industries, their sup- 
pliers, and the technology companies that have been actively engaged in many 
of the DOE conservation technology programs. These industries need infusion 
of new technologies and innovative products in order to be revitalized and ef- 


fectively compete in international markets. 


Because of the stockholders’ pressures, our industrial management is 
forced to concentrate on short-term profits. Therefore, management is un- 


willing, and often unable, to take high risks. 


History has shown that in almost every instance when the Federal Govern- 
ment has established a partnership with industry and has supported the re- 
quired high-risk R&D, market leadership has resulted. (Refer to Table II.) 
It is very difficult to understand why this well-recognized Government role is 
questioned when it comes to cost-effective, high-efficiency consumer products 
emanating from R&D sponsored by DOE. Foreign governments in such countries as 
Japan, Germany, France, and Sweden have effectively used the partnership 
concept in the consumer product arena. This action has helped them to become 
formidable competitors to us in mass-produced consumer products that, in the 
last few years, have penetrated our domestic market as well as the inter- 


national markets. 


Many of us were of the opinion that ERDA, and later on DOE, would do the 
same in the areas of high-efficiency products and conversion processes. We 
need these partnerships in order to establish leadership and healthy industry. 


This is especially true in our automotive and housing industries that have 
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such strong influence on the health of our entire economy. The reorgani- 
zations, redirections, and proposed budget cuts (Table III), if implemented, 
will destroy the very programs that we need and which, in many sited ‘Tre= 


present new innovative product options for these industries. 


Since 1974, many man-years of effort have been spent in formulating the 
conservation technology programs and their budgets. This effort has spanned 
two Republican and one Democratic administration. Various groups have been 
involved in its development: the management and staff of ERDA, and then DOE; 
a large number of contractors representing both small and large companies; and 
a variety of congressional committees through yearly hearings. The budget has 
risen from zero in 1973 to $297 mthiben in 1981 (see Figure 1). Many of the 
programs, which were started years back, are now at a stage where significant 
payoff is just around the corner and the taxpayers can benefit from them. 
Now, without any detailed analyses, many of these programs are being deci- 
mated. This is an insult to the intelligence of all those who have been 


involved in formulating and supporting these programs. These are the very - 


programs that this subcommittee has supported and, in some cases, enacted the 


required legislation to insure that they be effectively executed. 


Recently, I have heard some criticism and rationalization with regard to 
the energy conservation cuts. Similar criticisms can be levied against any 
R&D effort in other segments of the Government or industry. It must be re- 
cognized that R&D is very risky and, therefore, one should not expect payoff 
from each one of the programs. In fact, if payoff resulted from each program, 
the indication would be that the programs were not of sufficiently high risk 
for the Government to sponsor. On balance, based on internal and external 
evaluations, conservation technology programs have shown very high benefit/ 
cost ratios. In addition, the DOE staff is both committed to this area and 
above average in capability. It is, therefore, mind boggling that these 
programs are being killed and that there will be a "rift" among conservation 
staff or a "bumping" by staff with greater seniority coming largely from the 
old AEC organization. The only rationalization for these actions is that the 
administration needs to be educated as to the value of these programs. Since 


education is slow, any significant rescissions or deferrals should be avoided, 
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TABLE IIL 


Administration 
Rescissions Budget Submission 


: Carter Reagan Carter Reagan 
9 dos. FY '81 EXee. Si: FY ‘82 EYa 82 


TRANSPORTATION 119,650 -12,000 121,691 
Vehicle Propulsion R&D 67,900 -12,000 58,400 
Stirling 23,500 -5 ,000 18,100 


BUILDING AND COMMUNITY 
SYSTEMS 


113,770 -1,600% 130,555 


Technology & Consumer 
Products 


20,300 -1,000 


23,300 


-100 


Heat Pumps 7,700 8,100 


89,700 -30,800 


INDUSTRIAL ENERGY 
CONSERVATION 
Waste Energy Recovery 


51,618 


24,800 
16,500 


-5,000 
-4,500 


16,700 
9,500 


Cogeneration 


*deferral 


Millions of Dollars 
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for these will damage or kill many of the programs without giving industry and 


Congress a chance to analyze more logical areas for budget reductions. 


Furthemore, until the National Energy Plan III is submitted to pouEress, Lt 


is premature to make such drastic cuts in conservation technology. 


—— 


As an example, a much more logical area for the DOE budget reduction 


could come from the uranium enrichment program. I am familiar with this 


program since, some twenty years ago, I was personally involved with its 
formulation and have kept up with its progress and success. In this case, 
commercial companies which are rich in capital, such as Exxon, General 
Electric, Boeing, Goodyear, Signal Oil, and others, have been very much in- 
terested in investing their capital in facilities and equipment to manufacture 
and sell enriched uranium. The previous two Republican administrations were 
taking steps to let U.S. industry assume this role. President Carter reversed 
this move. This represents a case where the Government can save billions of 


dollars in the DOE budget by letting private industry take over. This area 


‘obviously needs to be reassessed, and it should not be protected at the ex- 


pense of a large number of conservation technology projects which are still 


too risky for industry to pick up. 


It is obvious that energy conservation often is not well perceived. This 
is not surprising because conservation carries with it a variety of negative 
connotations: doing without, changing of life styles, "zero" growth, and 


subsidy, to enumerate just a few. It is only slowly being recognized as 


cost effective,* highly efficient, consumer~product-oriented R&D with a posi- 


tive connotation. Here is a case where a wrong connotation is destroying a 
very valuable program. Elements of this activity closely resemble the 
Ministry of International Trade and Industry (MITI) program in Japan which has 
been highly successful. The Division of Energy Conservation, in large 
measure, is the only operation within DOE that has been supporting the tech- 


nology and development of "revolutionary," 


high-efficiency end-use products 
and processes, the very elements needed to revitalize some of our exceedingly 


important industries. 


First cost+ 
Energy Cost+ 
Maintenance Cost 


*Cost Effective (on a life-cycle cost basis) = 
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In Figure 2, I have tried to present, in simple terms, some of the key 
roles of the conservation technology program. It supports the technology 
advances for cost-effective, energy conversion systems to meet end-use re- 
quirements. It is, in fact, complimentary to the energy conversion systems on 


the supply side. 


The new administration apparently does not recognize the value that these 
Programs can have in the revitalization of our American industry. Nor is it 
aware that many of these programs represent joint ventures between the Govern- 
ment and industry in which both parties have been and are investing. In other 
cases, institutes, such as the Gas Research Institute (GRI) and Electric Power 
Research Institute (EPRI), are program partners with DOE and private industry. 
Unilateral rescissions or cancellations of these programs carry a variety of 


consequences. 


We are in a very difficult transition period which I have called the 
"Energy Revolution." It will span many decades. I have tried to illustrate 
it in Figure 3. As the worldwide population continues to rapidly increase and 
as the industrial revolution expands to other nations, the "Energy Revolution" 
will become more critical. Various sources of energy are, and will continue 
to be, required to fuel the industrial revolution and to improve the standard 
of living throughout the world. If we accept the premise that energy prices 
will continue to increase and that they are inflationary, it should be easy to 
conclude that the existence of cost-effective, efficient products that consume 
less energy to produce the same end result is highly desirable. Existence of 
such products can have a multiplicity of positive results: they can combat 
inflation, reduce energy use, reduce energy imports, and improve the balance 
of trade. In addition, if these products are protected by patents and manu- 
factured in the United States for world markets, they will have the added 
advantages of increasing employment, further improving our balance of trade, 
and helping to revitalize a number of our industries. This observation alone 
should be sufficient justification for a strong and vigorous Government- 
supported R&D program for high-efficiency products. It is a pity that we are 
considering a reduction in this effort when other countries have recognized 
its opportunity, have greatly increased their conservation R&D budgets, and 


are diligently pursuing its course. 
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Let me next try to illustrate the impact that the proposed rescissions 
are already beginning to have on private industry. First, let's examine the 
_ mode of operation of a high-technology product~oriented company, such as MTI: 


@ Based on market needs and technology, new "“revolutionary" 


concepts are conceived. 
e With Federal support, feasibility of the ideas is established. 


e A variety of business relationships are then developed, capital 
is raised, joint ventures are formed, patents and know-how are 
sold, and the prototypes are converted into commercial pro- 


rae ducts . 


5 Without the support of the Federal Government, many of these technologies 
will be developed abroad and, in some cases, we may be forced to sell our 
technology to foreign companies. (The Japanese are most receptive to buying 
technology.) As indicated earlier, most domestic companies are motivated by 
short-term profits and must satisfy their stockholders' pressures. Therefore, 
they represent a very difficult customer for revolutionary concepts. (They 
are sometimes willing to pay more, but for a proven idea which can be con- 
verted quickly into a profitable product.) 


Exporting our technology may have little impact on a short-term basis, 


but, from a longer term standpoint, these actions will be devastating to our 


economy. They will negatively affect employment, balance of trade, produc- 
tivity, gross national product, etc. Being partriotic, we are opposed to this 
option, but it is a path of least resistance that we and other companies may 


be forced to follow. 


The effect of rescission on three programs in which MTI is engaged is 
Summarized in Table IV. All three programs can have very significant benefits 
to American industry -and, in turn, to the public. The first two are at the 
Most critical stage in their development. The third is very timely because 
heat pumps can effectively reduce fuel usage for heating and cooling. Thus 
far, these programs have met all development objectives, including cost and 
schedule targets. DOE has publicized these programs as being among the most 


valuable that they are sponsoring. Congress has reviewed these programs. 
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TABLE IV 


EFFECT OF RESCISSIONS AND FY 1982 BUDGET CUTS 


TRANSPORTATION - STIRLING ENGINE 
High risk. 


Very high payoff potential, increased employment, improved balance of trade, and very 
significant energy savings. (Refer to Figure 4.) : 


Investments made by both DOE and MTI. 


~ 


Technology is being transferred from Europe to U.S.A. h 
Status ~ Program has met all of the milestones - it is on cost and on schedule. Just 
started tests of MOD I (Refer to Figure 4). 


Effects of Rescission 


FY '81 Budget $14.9 Million. We have operated at this level of spending. We expect 
to meet all program goals, objectives and schedules as set forth in Section 302 (b) 
of Public Law 95-238. 


Reducing the FY '81 Budget to $13.0 Million. Staff will have to be reduced; program 


will require some revision; some of the program objectives will suffer. 


Reducing the FY '81 Budget to $10.2 Million. Staff will have to be reduced by about 


80%; program becomes of marginal value; goals, objectives, and schedules will not be 
met. 


INDUSTRY - WASTE HEAT RECOVERY AND COGENERATION 
Fin tN NA ES I ee 
Cooperative venture between MTI and DOE (inveStment by both parties). 


Status - Program highly successful; key remaining task is the assessment of system 
reliability. 


Effect of Rescission 
A strong competition from Japan and France may significantly affect our business 
position. (This program area is subsidized by the Japanese and French governments.) 
BUILDING & COMMUNITY SYSTEMS HEAT PUMPS - (ELCON) 
Significant investment made by MTI. 
Revolutionary electric heat pump with very high yearly energy savings. 


MII's ELCON system selected by DOE in November 1979 in response to a Request for 
Proposal (RFP); after more than a year of protracted negotiations with DOE, terms and 
conditions were finally agreed to. 


Status - As a result of the proposed FY '82 budget cuts, MII was notified in March 
1981 that the program now appears to be "dead." 
Effects of Rescission 


We may be forced to license our patents and know-how to foreign companies. (We have 
been approached by several.) 


This product represents a mass market, and we expect that foreign companies will domi- 
mate such a market. (It will create problems similar to the ones presently faced by 
our automotive industry.) 
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On March 12, 1981, Dr. Gene Mannella of MTI testified before the House 
Committee on Science and Technology, Subcommittee on Transportation, Aviation 
and Materials, presenting the program status and evaluating the negative 
effect that the proposed budget cuts will have on the automotive Stirling 
engine program. The impact and status are summarized in Figure 4. A variety 
of planning exercises have been initiated, cuts in staff are being. planned, 
and the staff that took many years to hire, train, and motivate is being de- 
moralized. Thus, while the legislative process is taking place, the proposed 
‘ rescissions are already having a negative impact on this and other programs. 


Based on my discussion, Mr. Chairman and members of this subcommittee, I 
wish to make the following recommendations: 


BY All DOE programs, on the supply and demand side, should be 
analyzed from a benefit/cost standpoint and then a balanced DOE 
program should be established. 


2. All rescissions should be based on the findings from Recom- 
yo mendation No. 1 above. Rescissions should be considered only 
| after the National Energy Plan III has been submitted to Con- 


gress and Congress has evaluated it. 


3. The FY 1982 budget should be based on the findings from Recon 


mendation No. 1 above. 


4. The administration must be rapidly educated on the value of 


i many of the conservation technology programs. Congress can 


i play a key role in this educational process. 
ae The role of DOE in supply and demand should be reassessed and 
clearly defined. (The National Energy Plan III will hopefully 


address this issue.) 


Thank you for the opportunity to speak before this subcommittee. 
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AUTOMOTIVE INDUSTRY FACT SHEET. 
i a a lat lana 


Automotive industry and related highway transportation sectors ac- 


count for: 


18% of GNP 
11% of employment 
(Source: Motor Vehicle Manufacturers Association - MVMA) 


Roughly one of every six jobs in America is related to the auto in- 
dustry. 

In total, more than 4 million people directly owe their employment to 
the automobile. 


The auto itself is also a major user of energy. 


There are approximately 0.2 man-years of manufacturing labor in the 
automobile and supplier industries per U.S. car. This means that 
each imported car costs 0.2 jobs. The current number of imports 
Means the loss of over 500,000 jobs. (Source: MVMA, Caldwell in 


Business Week article) 


For each automotive industry job lost, it costs the Federal, State 
and local governments $14,000; therefore, the Government can provide 
incentive of $3,000 for each U.S. car that displaces a foreign import 


and break even. 
Almost 34% of the oil we consume goes to fuel America's fleet. 


The auto stock is aging and turns over slowly. The current average 
age of an automobile in the fleet is 6.41 years and is increasing. 
(In 1975, it was 5.99.) A highly undesirable situation existed 
during World War II, when, in 1946, the average age of.a car was 9 
years. (Source: MVMA) 


Current auto fleet is 104 million. Current U.S. sales would require 
over 10 years to significantly replace the fleet. Source: (MVMA, 


Transportation Yearbook) 


The current distillate stock is 178 million barrels or about a 130- 
day supply if used only for transportation; gasoline stocks are 277 
million barrels or about a 40-day supply. (Source: American Petro- 


leum Institute -— API) 
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__ Mr. Brapy. I thought that given the enormous wealth of infor- 
mation you already have we ought to try to concentrate on some- 
thing that was unique and that you would not otherwise get. Let 
‘Me talk about two things. One is foreign competition in the mar- 
_ketplace and secondly the answer to the central question seemed to 
come up today which is, Will the free market pick up the slack? 
Will the private sector pick up the research budget that was 
dropped buy DOE? Really more important than that, a more funda- 
mental question is, what is the research posture of the United 
States, how well are we doing and particularly how well are we 
doing in energy conservation? 
_ So we want to begin just one comment without focusing too 
much on it about foreign competition. Take Japan as an example. 
We all hear about Japan having its capital, having a great organi- 
zation, having trading companies. A recent study just completed 
but not yet published by Dr. Jack Berinson looked to the Japanese 
experience again and the one central thing that he came away 
from is the Japanese ability, which is so important in this era, to 
manage technological change, their ability to find the right tech- 
nology, to invest in it and to get it into the market over long 
periods of time. Now the capacity that they have that we don’t is 
that they are able to work over longer periods of time than we are, 
to take higher risks and to finance that out of debt. Granted they 
have a better debt financing system, they allow their banks to lend 
for long periods of time—— | 

Mr. Yates. May I interrupt you. Where did you find Mr. Berin- 
son’s article? 

Mr. Brapy. It is not yet published, it was commissioned. Technol- 
ogy and Trade is the title of it. I would be happy to get you a brief 
summary of it. I happen to have worked on another project with 
Mr. Berinson and he was kind enough to let me have a summary of 
his work. 

Mr. Yates. If you are working with Mr. Berinson, could you 
arrange to get us a copy of it? 

Mr. Brapy. Yes, I will. 

Mr. Yates. Thank you, Mr. Brady. 

Mr. Brapy. The critical factor is that they have been able not 
only to invest in research but to think of what the right research 
is. They are not superb inventors, they don’t have very many Nobel 
prize winners, but they know how to find the technology and then 
how to keep it on track and to make the changes as it goes along to 
fit the world market. That is what they have done in automobiles, 
in electronics, and they are getting ready to do that in energy 
efficient equipment. 

The Japanese recently have doubled their research budget just 
between 1979 and 19780. Our point is not to match the Japanese. 

Mr. Yates. Do you know what those figures are by any chance? 

Mr. Brapy. I can get them and supply them for the record, Mr. 
Chairman. 

Mr. YATEs. If you would do that. 

[COMMITTEE NOTE.—The information was not provided. | 

Mr. Brapy. Actually as it turns out, as you look at it the Japa- 
nese are in a better position than we are to spend the same dollar. 
In other words, their dollar in research goes farther and it does 
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that for several reasons. One, we have an enormous number of 
companies and they have few. They are concentrated in a few 
companies. Their companies are required by government to share 
technology and at times when it appears necessary the government 
will come in and squeeze the companies to share and put the thing 
together and they have no antitrust laws. In this country you are 
forbidden to cooperate on research except under the most extraor- 
dinary conditions. | 

The third reason is that they have this ability to finance over a 
long period of time and use debt financing to engage in research. 
We do not have that. I will comment a little bit later on whether 
the 10(5)(3) research proposal and the research portion of it thereof 
of the capital program of the administration is going to be suffi- 
cient to solve this problem. 

Now it is not just the Japanese but the French have doubled 
their investment in energy research and development since be- 
tween 1979 and 1980. The british are going to put $1 billion into 
the area between 1980 and 1984 and the Germans are going to do 
likewise. In Europe the research budgets are going up between 66 
and 100 percent and in the United States we are cutting them by 
70 percent. 

Mr. Yates. Are you talking about government funding or are you 
talking about private funding? 

Mr. Brapy. I am talking about government funding. 

Mr. Yates. You are talking only about government funding. 

Mr. BraApy. Yes. 

Mr. Yates. All right. 

Mr. Brapy. The French, for example, are putting up $450 million 
with an industrial base of about a seventh the size of our own in 
the government and about $250 million of that is in loans and the 
remainder is in grants. This is matched by about $250 million in 
the private industry. 

The next question is, what is the research posture of the United 
States’ industries? The United States’ research has been virtually 
level for many years after its rapid decline through the Sixties and 
Seventies. When you look more closely at this you find that those 
industries which are most energy intensive have the lowest re- 
search budget so that those who need to make the changes most 
rapidly are in the worst position for doing so. If you look at the 
industrial development budget, industrial energy budget of the De- 
partment of Energy, a lot of that work goes to help those particular 
industries. 

So not only that, but when you look at those research budgets— 
and we have done this by sampling it in the budget—if this is not 
broken out, we find that of the total research budget no more than 
15 percent can be isolated to energy. Secondly, a lot of what passes 
as research is in fact technical assistance to on-line industries. So 
our judgment is that the research budget is not as large as it 
appears; secondly, that it is smallest in those companies and indus- 
tries which need it most; and third, that it is on a level that is 
holding up. 

Now let’s try to find out what the investment climate is as far as 
research is concerned. By that I mean how does a company look at 
research? We wanted to find out whether it was likely that with 


1337 


the new economic environment business would start to make in- 
vestment in research that they are not making now. A man by the 


_ name of Frederick Frank is the Management Director of Lehman 


Brothers, Kuhn Loeb. He spoke here in the Capitol about a week 
ago and I will supply, once we get it perfected, his testimony for 


| _ the record. 


[The information follows:] 
. BLATCHFORD, EpsTEIN & BRApDy, 
Washington, D.C., April 23, 1981. 


Dr. Rosert S. Kripowicz, Staff Director, 
U.S. House of Representatives, 
Washington, D.C. 


Dear Bos: During my testimony before your committee on April 8, I made 
reference to a speech by Mr. Frederick Frank, Director, Lehman Brothers Kuhn 
Loeb Inc., which concerned the critical issue of whether the private sector could be 
expected to fund longer risk research investments. I requested that the speech be 
included in the congressional record. A copy has now been obtained and is enclosed. 

As you will see, Mr. Franks makes quite clear that systems for evaluating a 
corporation’s performance—systems which affect the ability of corporations to 
borrow and the rates they will pay—discourage long-range, high-risk research which 
takes capital out of the corporation’s use for extended periods of time, almost 
without regard to the potential long-range payback. Only a few companies are 
capable of making investments of this type, he said. 

I want to thank the committee, through you, for the outstanding hearing and for 
your very thorough treatment of the subject of conservation technology funding. At 
stake is the ability of the country to sustain what leadership it has and thereby 


_ prevent a serious erosion in U.S. companies’ positions in the U.S. market during the 


later half of this decade. 
Sincerely, 
JERRY M. Brapy. 


SPEECH OF FRED FRANK, Director, LEHMAN BROTHERS KuHN LoEs, 
CONGRESSIONAL LUNCHEON—MaARCH 30, 1981 


It is now widely accepted that the decline in productivity growth and the abrupt 
increase of energy costs that started in 1973 are among the principal causes of the 


| high monetary inflation and the reduced standard of living that have plagued the 
| nation in the 1970’s. It is also recognized that under the best of circumstances 
| energy costs relative to other things will not likely decline. therefore, the only 
| feasible offset to their past rise is through improved productivity. 


The sharp rise in the price of energy has rendered economically obsolete many of 
the fixed assets of industries that manufacture products that use large amounts of 
energy—such as vehicles and appliances—and the enrgy-intensive process industries 


| such as steel and chemicals. A key measure of the critical situtation that exists in 


industry today can be seen in the decline of real corporate profitability. The fraction 
of the corporate equity in the United States that returned more than the cost of 


| new equity has declined steadily, from 60 percent in the fill employment year 1966 
| to 30 percent in the full employment year 1979. Of the four principal components of 
| the price of goods and services, namely, costs of capital, energy and labor, and the 


profits in excess of cost of capital, the first two have ben leading inflation and the 


| last two lagging inflation. 


As noted previously by Dr. Hatsopoulos, the after tax cost of equity has roughly 
tripled since 1960; from 5 or 6 percent to about 15-16 percent. For a typical large, 
strong company . . . debt-to-equity ratio of 0.3... the after-tax cost of capital has 
risen from 4.5 percent to over 14 percent. This means a corporation must now earn 
more than 28 percent before taxes, even on low-risk investments, compared to 9 
percent throughout the 1960’s. Subtracting from these rates the corresponding rates 
of inflation, (10 percent and 2 percent, respectively), a corporation must now earn 18 
percent of pretax income in constant dollars on investments versus 7 percent in the 
early 1960’s. 

The difference of 11 percentage points partly reflects taxation of that portion of a 
company’s reported profit that is due to inflation and partly to increased risk 
premiums demanded by the investing public in a period of economic instability. 


| Thus, the discount rate for future earnings has increased so much that only very 
\short term investments with paybacks of 2 or 3 years are economically feasible. It is 


hard to think of any of the technological developments that made our industry 
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great in the postwar era which could have been undertaken in the present 
economic environment. 

Because of the need for rapid payback on private sector investments, the decline 
in Federal R&D support has not been offset by industry expenditures. Moreover, 
much of the private R&D effort (43 percent in 1979) has gone into aerospace, defense 
and electrical machinery developments. These are exactly the same industries re- 
ceiving the greatest Federal support. Little government funding has been provided 
for improving energy productivity in our basic industries, and yet this is the sector 
having both the greatest need and the most promising opportunities. As a result of 
chronically poor case flow and inadequate return on capital, there has been very 
little private expenditure for R&D to develop new process in steel, cement, textiles, 
paper and other basic energy-intensive process industries. Research outlays in these 
companies typically account for only 0.5 to 0.8 percent of sales, versus 2.1 percent 
for all manufacturers and over 3.5 percent for machinery producers. 

In order to help reduce inflation and restore the fundamental strength of our — 
nation’s economy, we must improve industry’s competitive position by steadily 
increasing productivity. There ar two ways to accomplish this goal; (1) increased 
capital formation, and (2) accelerated technological development. Government poli- 
cies play an important role in in determining the rate at which both of these 
processes occur. 

Substantial tax reductions, including targeted incentives, are needed to improve 
industry’s cash flow and increase its ability and willingness to invest in new equip- 
ment. In addition, government sponsorship is required during the high risk phase of 
development for new energy utilization technologies that will bring about greater 
productivity in the energy-intensive industries. Relatively small amounts of Federal 
“seed” money for the development of advanced technologies such as the organic 
Rankine bottoming cycle can provide a highly cost effective mechanism for aug- 
menting the effect of the more costly investment tax stimulants. 

Given these background observations, it is*appropriate to detail, in outline form, 
selected critical factors determining both the financial ability and management 
willingness of publicly-owned industrial enterprises to fund long-term, higher risk, 
technological developments. 


1. ESSENTIAL ELEMENTS AFFECTING CORPORATE WILLINGNESS TO FUND LONG-TERM 
VENTURE DEVELOPMENTS 


A decision to sponsor a technological development outside the main stream of a 
company’s operations requires that the financial return from the proposed project 
exceeds that which can be derived from the base business. Future returns are 
measured against a discounted present value which takes into consideration both 
inflationary factors and a risk component. This latter factor, a probability quotient, 
represents a sever hurdle where new technologies are concerned. Because of the 
twin requirement of a high inflation factor and a high risk premium, few deveop- 
ments can meet the standards for capital allocation. 

A positive funding decision also depends on the assumption that neither separate- 
ly or alone, the magnitude of the investment or the risk associated with the 
investment will impair the company’s senior debt rating. A possible downgrading of 
a corporate debt rating can represent either or both a higher cost of external funds 
and, in some instances, the inability of a corporation to raise long-term funds during 
some periods of relative capital scarcity, even if management is willing to absorb 
the going rate. Such instances existed in 1974, 1976, 1979 and 1980. 

A crucial element underlying management’s willingness to fund a high risk 
development is a subjective determination as to whether or not the financial com- 
munity reaction to such a corporate sponsored research and development undertak- 
ing will positively or negatively affect the company’s prevailing price-earnings ratio 
(captialization rate of earnings). The company’s price-earnings ratio is, perhaps, its 
most fragile and high powered resource. For example, this finance ratio determines 
the underlying cost of equity capital; it is the currency used in growth via acquisi- 
tions; it relates to management incentive compensation programs, and often has an 
important impact on the cost of a corporate pension and/or profit sharing program. 
In the case of a very large company, like IBM, a single multiple point change (IBM 
currently sells for about 10x estimated 1981 earnings) represents $2.2 billion in 
market value. In the case of Thermo Electron, a smaller enterprise, a comparable 
change equates to $8.1 million in market value. 

Corporate management will endorese such a program only if, assuming success, 
the final result will make a meaningful contribution to the company’s total finan- 
cial posture. Another factor which exerts an important influence on corporate 
decisions relating to their general willingness to undertake a long-term investment 
of a new technology is whether or not the company will have control of the project. 
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In the instance of a project requiring various partners, some managements, by 
policy, will only become involved if they obtain 51 percent or more of the owership. 
This policy often creates an insurmountable conflicit between the developer of the 
technology and the financing partner. A carefully studied factor in the decision- 
making process is whether a specfic project represents a defensive or offensive 
corporate strategy. That is, the question arises as to the corporate risk if a competi- 
tor undertakes the development and the project achieves expectations. Could such 
an event cause the corporation to suffer a major competitive disadvantage as it 
relates to the base business. 

Another factor, and the last to be noted in this brief survey underlying a panoply 
of challenges in the decision making process, is a more subjective, but not inconse- 
quential consideration: is a given project associated with an endemically attractive 
market area, e.g. genetic engineering; or is it of an area of more mundane charac- 
ter, e.g., the automobile or truck markets. The perception of how shareholders may 
_ react to such a high risk involvement is a serious area of discussion at management 

and Board levels. 


2. SELECTED FACTORS INFLUENCING THE ABILITY OF A COMPANY TO UNDERTAKE A 
HIGHER RISK, LONG-TERM INVESTMENT UNDERTAKING 


A critical financial parametar is the determination as to whether internal cach 
flow is sufficient for funding the basic business and simultaneously supporting a 
long-term commitment of a higher risk exposure. Inevitably such venture capital 
type projects are capital using rather than cash generating for a substantial inter- 
val. A disciplined cost of captial analysis becomes an essential ingredient to a 
decision. Given a hyper-inflationary environment (which is now considered a norm, 
not an aberration), plus a required risk premium, the necessary return on invest- 
/ ment. discounted for present value, must be exceedingly high to qualify for capital 
- funding. 

If internal cash flow is inadequate for on-going needs plus the commitment to the 
venture project, management must forecast the timing of raising outside captial, 
and simultaneously, judging the likelihood that the markets will provide such needs 
on a reasonably attractive basis. The history of the 1970’s indicates that the capital 
markets are limited in both quantity and the attractiveness of terms to infrequent 
periods which those conditions coincide. Corporate management must forecast gov- 
ernmental fiscal, monetary and regulatory policies in adopting long-range programs. 
Uncertainty in these areas reduces or eliminates the corporation’s ability to under- 
take long-term commitments. An important consideration in a management deter- 
mining its ability to become involved in a risk investment is whether the project 
can self-finance on a “project-basis’? after a reasonable interval or whether it will 
require rather constant outside support from its owner(s). A timing element is 
germane to a management's decision. If the basic business is expanding at a rate 
that the overall financial growth can “absorb” the adverse effect of a costly invest- 
ment program, then there is a more amenable environment for sponsoring a high 
risk program. Very few companies presently have this absorption capacity. In short, 
; Management does not wish to assume the leadership and its attendant risk of 
realigning shareholder expectations which emanate from a very long-term, high-risk 
funding program. 


SUMMARY CONCLUSION 


An investment banking appraisal of corporate America’s financial ability and 
willingness to assume a venture capital posture provides convincing evidence that 
there are few companies which will make a significant commitment to such pro- 
jects. There is, therefore, a compelling need, given our national imperative of 
enhanced energy productivity, to bridge the financial vissictudes facing corporations 
hear and intermediate term with a commitment of substantial and unalterable 
funding from governmental sources. The structure of this funding can be on a 
partnership basis with the industrial sphere. Without such meaningful deployment 
of national resources both our competitive deficiencies and our international depen- 
dency are likely to continue or even increase. The combination of high capital costs, 
sustained inflation and critical internal needs for available cash flow mitigate the 
ability and willingness of American corporations to undertake the novel reserach 
and development programs which offer the innovative solutions to the problems 
which are critical to our national interests. 


To summarize, our focus has been to discuss those factors which 
influence industrial managements’ willingness and/or ability to 
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assume the risks associated with long-term venture capital develop- 
ments. These factors are: 


I. Willingness to Fund Long-term Venture Developments 


1. Equivalent return vis-a-vis base business: adjust for inflation; and predictability . 
quotient. 

2. Debt rating: magnitude and risk element (50 basis points on a $100 million, 25 
year debt=$10 million + interest). 

3. If successful impact + on p/e. Tae 

4. Only if result significant impact on overall company. 

5. Defensive strategy more influential. 

6. Fund if have ultimate control. 

7. Is area attractive or mundane: genetic enegineering vs trucks. 


II. Financial Ability to Undertake Commitment of Funding 
1. Internal cash flow sufficient for base business. = 
2. Cost of capital analysis: inflation + risk of new technologies creates an extraor- 
dinary hurdle. 
3. If need to fund from outside, must analyze debt ratings + access: A or better 
for full scale access. ; 
4. Changing government regulatory climate increases risk (red dyes, food addi- | 
tives, Dynapol). 


5. Can base growth absorb negative internal vis-a-vis investor expectations. Frag- _ 


ile p/e. Dilution. 
Let me summarize what he said. His overall OE eelaaiea is there 


is one reason—and this is only one reason—that only very short- 


term investments with paybacks of two to three years are economi- 
cally feasible for most companies. Why is this? Because taking the — 
money out of products and developing your main line of business 
for a long period of time could injure a company’s senior debt _ 
rating. What is their rating and that is whoever the rating is. They ~ 
have to be extremely careful to take capital out if you are going to 
do that because if one point is lost this can be a matter of a billion 
dollars to some companies and to small companies ten to twelve — 
million dollars. Perhaps we can talk more about that. 

Second, it can affect the price earning ratio and also debt cost. — 

Third, the company must look at whether it can internally fi- 
nance or it has to go outside to get additional income to finance ~ 
research. Mr. Frank’s conclusion is that very few companies pre- 
sently have the absorptive capacity to make additional long-range ~ 
research investments. : 

Now the last question is, what will change as a result of the 
administration’s package? We think very little. The senior debt © 


rating will remain the same, the price earnings ratio will remain 


the same, and what is more the United States companies are 
financed by stock markets whereas the Japanese, the Germans, 
and so on are financed by debt and by joint government and 
private research. That is not going to change, in fact it is going to 
get worse. 

I look particularly at the proposal. I made some inquiries of the 
Ways and Means Committee today as to whether the proposal that 
has been put forward by the administration on the 10(5)(3) research 
package is going to be sufficient and their conclusion is that it is 
not. All there is in that package is a three year writeoff for 
research equipment and a six percent investment tax credit. Now 
in fact very little of the research has to do with equipment, most of 
it is manpower. The conclusion is that they would rather have a 
longer period of writeoff and a higher investment tax credit. The 
administration’s position is we will only put it on equipment, we 
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will only put it in for three years and that’s that. There is no 

flexibility on this question. 

__ Finally, we do not see any change offered in antitrust policy. We 

do not see that there is going to be-additional efforts to allow 

companies to cooperate in this regard. Although this is not the 

problem of the Appropriations Committee, we do consider it a 

‘substantial problem. So in the end our conclusion is that not only 

_ has nothing changed in the requirement but things are going to get 

a great deal worse. 

_ Consequently, Mr. Chairman, to summarize, we believe that the 

transportation budget and the building and consumer products 

_ budget and industrial budget are all extremely important and that 
frankly you are the last bastion between those being cut and what 

_ hope we have for their surviving and helping us to become more 

_ competitive in the world market in the service energy industry. 

Thank you. 

_._ Mr. Yates. When you talk about the transportation budget are 
you talking about automobile engine development? 

_. Mr. Brapy. Yes. 

Mr. Yates. You mean three turbine development? 

Mr. Brapy. I didn’t know that we had three turbine develop- 

_ ment. 

Mr. Yates. We have three. The committee thought it should 

perhaps be one of each, one Stirling and one turbine. 

Mr. Brapy. I have a certain conflict of interest in answering that 
question because some of our members are in the Stirling business. 
More than one of our members is in the Stirling business. 

Mr. Yates. There is no conflict. We are continuing Stirling 
engine research so there is no conflict. 

Who is the next witness? 

Mr. STERNLICHT. I will try to follow because it follows logically 
Jerry's comments. 

Mr. Yates. All right. 

Would you identify yourself. 

Mr. STERNLICHT. Beno Sternlicht. 

Mr. Yates. You have been here before. 

Mr. STERNLICHT. Yes, I have. 

Mr. Yates. I remember you. 

Mr. STERNLICHT. Your commitment and concern with respect to 
the energy conservation is really evidenced by holding this special 
hearing. However, in the few minutes that I have I would like to 
appeal to your sense of logic and give you some food for thought 
before you make your budget decisions. I would like to give you 
some insight into the facts of the proposed fiscal year 1981 deci- 
sions and the fiscal year 1982 budget reductions on some of the 
conservation technology programs and in turn on some of the U.S. 
manufactured consumer products. My comments will be from the 
vantage point of a technology oriented company which I represent. 

Most of us recognize that the present mood of the country is to 
reduce Federal spending and I endorse this novel objective. It is 
important, however, that these reductions be analyzed carefully 
and if appropriate should be adopted only after the President has 
submitted the National Energy Plan No. 3 to Congress and Con- 
gress has reviewed it. 
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While the budget is going through the legislative process we hear 
such comments as: We must revitalize our American industry. Let 
the market forces govern. Industry will do it alone. The questions 
are how and who. It is true that we must revitalize our innovative 
process which has fallen far behind most of the developed nations 
and the industry can do it alone. However, the United States 
industry will not do it alone for some very good business reasons 
and Jerry alluded to them which I will discuss later. In fact, I 
firmly believe that the foreign industry will largely benefit from 
the proposed cut into energy R&D and in particular from the very 
large conservation technology slashes. 14 

Let me try to illustrate my point. Because of the stockholders’ 
pressure our industrial management is forced to consider only 
short-term profits. Therefore, management is unwilling and often 
unable to take the high risk but the management of this country 
which you people represent must look longer term. History has 
shown that in almost every instance where the Federal Govern-_ 
ment has established a partnership with industry and has support- 
ed the required high risk that R&D market leadership has result- 
ed. I have a table which illustrates a number of different examples 
of this; specifically, for instance, the Agriculture Research Center 
and what it has accomplished with: reference to that area of tech- 
nology, NASA and so on. 

Now the proposed cuts represent really an insult to the intelli- 
gence of all of those who have been involved in formulating and 
supporting these programs. These are the very programs that this 
subcommittee has supported and in some cases enacted required 
legislation to insure that they are effectively executed. 

If we look at a figure that I am showing, if you look at the 
history of the conservation programs as a total and then the con- 
servation technology, we would see that the proposed thing would — 
bring the whole program to zero by 1983. 

Mr. YATES. But you may get a balanced budget. 

Mr. STERNLICHT. We may get a balanced budget, that is right. 

Mr. YATES. Yes. 

Mr. STERNLICHT. While I am in favor of the cuts, obviously the 
thing that is a problem, and this has been discussed by several other 
people who have testified over here, we really need a balanced 
program. As an example, a much more logical are for the DOE 
budget reduction could be from the uranium enrichment program. I 
am familiar with this program since some 20 years ago I was 
personally involved with its formulation and have kept up with its 
progress and success. In this case commercial companies which are 
rich in capital such as Exxon, General Electric Company, Boeing, 
Goodyear, Signal and others have been very much interested in 
investing the capital in facilities and equipment to manufacture and 
sell enriched uranium. 

The previous two Republican administrations were taking steps 
to let industry assume this role and President Carter reversed this 
move. This represents a case where the Government can save 
billions of dollars in the DOE budget by letting private industry 
take over. This area obviously needs to be reassessed and should 
not be protected at the expense of a larger number of small conser- 
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vation technology projects which are still too risky for U.S. indus- 
try to pick up. 

It is obvious that energy conservation is not well perceived and 

this is not surprising because conservation carries with it a variety 
of negative connotations: doing without, changing of life styles, zero 
growth and subsidy to enumerate just a few. It is only slowly being 
recognized as cost effective, highly efficient, consumer product ori- 
ented R&D with a positive impact. 
_ In one of the figures that I present over here, Figure 2, you are 
really talking about a cost effective system, on the one side having 
the supply and on the other side having the demand. In reality it is 
the energy conversion systems that we are really discussing, 
whether they be on the supply side or on the demand side. It so 
happens that at the present moment the supply side programs are 
retained and the demand side programs are eliminated by these 
various cuts. 

If we accept the premise that energy prices will continue to 
increase and that they are inflationary, it should be easy to con- 
clude that the existence of cost effective, efficient products that 
consume less energy to produce the same end result is highly 
desirable to our economy especially if these products are protected 
by patents and manufactured in the United States for world mar- 
kets. They will have the other advantage of increasing employ- 
ment, further improving our balance of trade and helping to revi- 
talize a number of our industries. This observation alone should be 
sufficient to justify for a strong and vigorous Government-support- 
ed program for a high efficiency product. It is a pity that we are 
considering a reduction in this effort when other countries, as 
Jerry enumerated and several others, have recognized this opportu- 
nity and have greatly increased their conservation R&D programs. 

Let me now illustrate the impact that the proposed rescissions 
are already having on the previous industry. First let’s examine 
the mode of operation of a high technology-oriented company such 
as MTI. There are really three elements to the operation of a high 
technology company: Base of markets needs and technology, and 
how new revolutionary concepts are conceived. With Federal sup- 
port feasibility of these ideas is established. That is the second step. 
The third step is a variety of business relations are then developed, 
capital is raised, joint ventures are formed, patterns and knowhow 
are sold and the prototypes are converted to commercial products. 

Without the support of the Federal Government many of these 
technologies will be developed abroad and in some cases we may be 
forced in this country to sell our technology to foreign companies. 
The Japanese and the Germans are most receptive to buying tech- 
nology. As indicated earlier, most domestic companies are motivat- 
ed by shortened profits and must satisfy the stockholders’ pressures 
and therefore, they represent a very difficult customer for revolu- 
tionary concepts. They are sometimes willing to pay more but for a 
proven idea which can be converted quickly into profitable product 
and it is these ideas that are generally supported by Government 
spending. 

Exporting our technology may have little impact on the short- 
term basis but for a longer term standpoint these actions will be 
devastating to our economy and they will negatively affect employ- 
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ment, balance of trade, productivity, gross national product, etc. 
Being patriotic we are opposed to this option but it is the path of 
least resistance that we and other companies may be forced to 
follow. 

The effect of decision on three programs of MTI are ‘Tishaa in 
the table and I will not go into detail over them but they are quite 
different and that is why I have selected these three programs. 
one case it would effectively make the program much more effec- 
tive, in another case we will have serious competition from the 
Japanese and the French, and in another case we are forced to sell 
out the technology abroad. a 

Now when we started this whole meeting you asked what dé we 
want this committee to do. I have five points of what I would like 
to see the committee do. 

All DOE programs on the supply and demand side should be 
analyzed from the benefit cost standpoint and than a balanced 
DOE program should be established. 

Two, all decisions should be based on the findings from Recom- > 
mendation No. 1 above. Decisions should be considered only after 
the National Energy Plan 3 has been submitted to Congress and 
Congress has evaluated it. 

Three, the fiscal year 1982 budget should be based on findings 
from Recommendation No. 1 above. 

Four, the administration must be rapidly educated on the value 
of many of the conservation technology programs. Congress can 
play a key role in this educational process. 

Five, the role of the DOE in supply and demand should be 
reassessed and clearly defined. The National Energy Plan No. 3 
will hopefully address this issue. j 

I want to thank you for giving me this opportunity to appear 
before you. 

Mr. Yates. Thank you. 

Before the others proceed, those bells are summoning me for a 
vote. I will vote and then I will come back. 

I am sorry for the delay. You have been patient and I hope you 
will be patient some more. 

[Whereupon, the subcommittee recessed. ] 

Mr. YATES. We will go back on the record. 

Mr. Kamo, would you like to go next? 

Mr. Kamo. Yes. 

Mr. Yates. Are you from Indiana? 

Mr. Kamo. Yes. 

Mr. YAtTEs. From the Cummins Technical Center. I have heard so 
much about Cummins Engine and about the town that Cummins 
Engine built. 

Mr. Kamo. Columbus. 

Mr. Yates. Yes. I want to see it some day, I hear it is just 
wonderful. 

Mr. Kamo. Just don’t come to Columbus, Ohio: 

Mr. Yates. All right, I won’t. 

Mr. Kamo. The French army group wanted to see our adiabatic 
engine and they came to Columbus, Ohio because their embassy 
told them Columbus, Ohio and they didn’t come. 
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__ My name is Roy Kamo. I am Director of Advanced Engines and 
Systems at the Cummins Engine Company in Columbus, Indiana. 
We are a small independent diesel engine manufacturer and prob- 
ably in a good year, the past seven or eight, we made more trucks 
than all other makes combined, including General Motors. 

I would like to give you a little background about Cummins 
Engine Company’s research effort in advancing the power plants 

_and our experience with the U.S. Government in our program and 
where I think we ought to go. Cummins, as I told you, is a small 
company. We have been an independent company. We never took a 
penny of Government research money for 55 years and then 
around 1970, the early Seventies, with the emerging social, techno- 
logic and economic problems facing the automotive industry we felt 
that we should work closer with the Government. 

In 1974 we took our first Government money for $50,000 and 
then in 1976 we took a program with the Government. Mind you, 
these are all cost-shared programs with Cummins and the Govern- 
ment. In 1980, last year, towards the end of the year we developed 
and demonstrated an adiabatic turbo compound engine which has 
developed pure consumption like 48 percent thermal efficiency. 
Over the 55 years when we had no real development effort going 
on, our fuel consumption was something like 35 percent, plus or 
minus a few percent. So this was a big improvement in fuel econo- 
my thanks to the Government support because Cummins would 
never have supported this program on its own. 

Namely, the TACOM group, the Tank and Automotive Command 
in Warren, Michigan and the Transportation Department of the 
Department of Energy who has supported this program has made 
it possible to get to this kind of what we call the world’s most fuel 
efficient engine, and it is. I don’t know of any kind of engine that 
could beat this kind of fuel economy. 

Mr. Yates. Is this a relatively new discovery? I know you have 
been making diesel engines for years. Is this a special kind of diesel 
that you make? 

Mr. Kamo. Yes. This engine uses no cooling water. There is no 
sense in dissipating your energy to the cooling system, putting it 
through the radiator, taking power from your engine to run the 
fan. We get rid of all that. So this engine is waterless; it has no 
water pump, no radiator, no fan, and so the parasitic losses are 
zero. 

Mr. Yates. It is too bad you have to use diesel fuel. 

Mr. Kamo. Yes. 

Unfortunately, the thing that made this engine possible is a 
material called transformation tufen zirconia and again unfortu- 
nately this material availability, we know of four places where we 
could get it and three of those are foreign—Japanese, Australia 
and Germany—and one U.S. When I went to Oak Ridge National 
Laboratory last year they told me, “We are surprised you are 
working with this material, this is just a laboratory curiosity in the 
States.” So then I thought that we have some work cut out for us 
because I know this is going to catch on and I say in 10 years you 
won't see any more radiators on your cars. 

We think we have made very good progress on this engine and 
we think engines can be made more efficient. You know, I said 35 
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percent efficiency for the last 55 years and then the last 10 years 
we have gotten down to something like 48 percent thermal efficien 

Mr. Yates. You have whetted my interest though. Where do you 
get your zirconium? How can you have an engine without having a _ 
source for your zirconium? Cat MORE See que 

Mr. Kamo. I don’t know where the company gets their zirconia. — 

Mr. Yates. Obviously if zirconia is necessary for this very impor- 3 
tant engine, you have got to have a source of zirconium. One of the | 
reasons I asked the question is I know that other companies that 
have testified before us have testified about the difficulty in obtain- 3 
ing heat resistant materials and now my mind goes back to that 
diesel fellow Moody who testified before us who was supposed to — 
get 60 miles to the gallon and he has a turbo charge diesel engine 
that he said would give him 60 miles to a gallon. We said, “Are you — 
going to take it up to EPA to test it?” and he said, ‘‘Yes,” but the © 
test never came off and all of asudden Moody disappeared. == 

Now does your engine get 60 miles per gallon? “2, SO Gag 

Mr. Kamo. Easy. 

Mr. Yates. Easy? . 

Mr. Kamo. Yes, because, you see—— 

Mr. YATEs. Why don’t you put it in-automobiles then? 0 fie 

Mr. Kamo. Because we are just in the development process in the _ 
heavy duty truck engine. . At 

Mr. Yates. Oh I see. 

Mr. Kamo. This is still in the technical feasibility stage. 

Mr. Yates. I see. All right. TIS 
Mr. Kamo. The next stage is to try to put it into the passenger 
car engine, translate this technology into the passenger car. We _ 

think we can do this. 

Mr. Yates. Good luck. 

Mr. Kamo. Thank you. 

Mr. Yates. I am sorry to have interrupted your train of thought 
and I hope you can get your zirconium. Mi 

Mr. Kamo. We will. 

There is zirconium in Ohio, they just have to learn how to make 
the partially stabilized version. 

Mr. Yates. All right. 

Mr. Kamo. Now the next step in this heat engine development, 
we know where we have to go. It is called the minimum friction 
engine, get rid of the friction and get rid of the lube oil. We got rid 
of the water and in the process of getting rid of the water the 
engine runs very hot and the material can stand these tempera- 
tures so now you can burn all kinds of fuel. We have multifuel 
capability with this engine. When you look at it, over half of our 
warranty problem in the field is due to the cooling system. We get 
rid of that and the maintenance cost goes down, so we think it is a 
good thing. 

The next step is the minimum friction engine. Running a piston 
and cylinder liners on gas bearings, running your main bearings 
and crank pin bearings and wrist pin bearings with ceramic roller 
bearing just like America’s cruise missile does unlubricated so we 
don’t need any water or any lubrication. So this is the next engine. 
The efficiency on that engine will get to something like 55 percent 
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and the Transportation Department’s Department of Energy pro- 
gram on the bottom cycle has shown that you can take remaining 
exhaust energy and convert it to maybe get thermal efficiency over 
60 plus percent. So, you see, you are. talking big improvement in 
fuel economy in the next decade or so. 

Mr. Yates. How do you expedite it? How do you speed it up? 
_ Mr. Kamo. How do you speed it up? Well, this is why I think 
DOE’s support program of this nature has been a big step because I 
told you we would not have done it alone, no way. 

Mr. Yates. If you received additional funds from DOE, would 
mat ins the date when the engine becomes usable commer- 
cially’ 

Mr. Kamo. Oh, yes. 

Mr. Yates. Why don’t you ask for the funds then? 

Mr. Kamo. Well, we have. I did not want to make a pitch here. 

Mr. Yates. Why do you need the turbo? 

Mr. Kamo. We have vast turbo—— 

Mr. Yates. Turbo, but there are three contractors now. 

Mr. Kamo. No, that is the turbine. 

Mr. YATES. This is turbo compound diesel. 

Mr. Kamo. Yes. 

Mr. Yates. All right. 

Mr. Kamo. The engine is insulated and the exhaust energy is 
converted into useful energy by the turbo compound device that 
the DOE has been helping us with. 

Mr. Yates. Good. That is fine. That is the best thing you have 
said about the DOE today. 

Go ahead. 

Mr. Kamo. We are really happy that they have been able to help 
us because, like I said, we would never be here without their help. 

Mr. YATEs. Good. 

Mr. Kamo. Now we think the engines that I told you where we 
get 60 plus percent efficiency is possible and with continued help 
and support along the technological area, especially in high tem- 
perature material and high temperature solid lubricants, that is 
what we are using and the value is going to hydrocarbon, petro- 
leum-based lubricants and things like that. We need more help 
there and system integration to demonstate this thing. We are 
really acting to be a part and be a service to the U.S. Government 
and we hope we could still continue to maintain our competitive 
position in the marketplace. 

Mr. Yates. Good. Thank you very much. That is a very hearten- 
ing statement. 

Mr. Jorgenson. 

Mr. JorGENsOoN. First of all, I asked for a copy of the testimony. 
Does anybody have a copy of my testimony around any place? 

Mr. Yates. Of your testimony? Yes, we have it. 

f A JORGENSON. You can keep it, I just wanted to make sure you 
ad it. 

Mr. YATES. Sure, we have it. 

Mr. JORGENSON. All right. 

What we are here today to consider is one of the most radical 
reorientations of energy policy in the radically reoriented future 
that we have faced since 1973 and in particular the halving of the 
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conservation solar energy budget in 1982 and, of course, phasing it 
out very shortly thereafter. PS 
What I am here to talk about is the macroeconomic impact — 
today. The rhetoric that goes with budget cutting is, I think, large- 
ly appropriate; namely, that it has to do with reducing the infla- 
tion rate. Of course cutting he budget is not the only thing that the — 
Government does that makes an impact on the inflation and we 
are all aware of that. One of the things that the Government does 
that has a big impact on inflation is to promote energy conserva- 
tion and what I am here to present is a case, which I hope you will 
find convincing, that in fact the initiatives proposed by the admin- _ 
istration are at cross purposes. | 
On the one hand, cutting the budget is certainly going to reduce 
the inflation rate and we can discuss that in more detail, but 
reducing energy conservation is likely to increase the inflation rate - 


and what I would like to do is to spell out the specifics of it and for . 


that purpose in the material that you have there I would like you 
to look at a table on page 35 which essentially looks at an overall 
analysis of the conservation and solar programs. For the purpose of 
this hearing, of course, you are primarily interested in conserva- 
tion programs but let’s just focus on conservation and solar as a big 
piece of the same proportion. ra N 

At the top of the page there what you see on page 35 are the 
reductions in energy use that are associated with the conservation 
and solar programs. If the programs currently in existence contin- 
ue in existence, what we will see is a reduction of five quads, 
quadrillion BTUs in 1985; 11 in 1990, 16 in 1995 and 23 in the year 
2000. Let me say that these are not DOE figures, these are figures 
that we produced ourselves and this testimony describes how we 
did it based on data that was provided by the DOE but these are 
not numbers in terms of energy savings that are in some sense 
intended to promote these programs, they simply are estimates of 
what the savings would be. 

The other question is what is the impact of that on inflation. The 
mechanism is very simple and that is that we have had since 1972 
an increase in world petroleum prices that is depending on how 
you calculated between 12 and 15 tons. This is roughly a four to 
fivefold increase in 1973 for and then off course again in 1979 and 
1980 there was an increase of about another 150 percent. 

We anticipate and the Department of Energy has anticipated for 
some time that there will be further increases in energy prices. If 
you look at Table 1 which is just below the figures that I just 
mentioned, you will see that the reference case projection, even 
now obsolete, is that there will be an increase of about 50 percent 
from $30 a barrel to $45 a barrel between 1980 and the year 2000. 
A hard priced projection which would be much more in line with 
current experience would put that about 50 percent higher; in 
other words, it would bring the world petroleum price in the year 
2000 up to $67.50. 

Now let’s look at the impact of conservation programs on the 
inflation rate under those circumstances. If you will turn to Table 
3 on page 37, we can have a look at the calculations and they are 
given in the top two lines. What we look at there is a reference 
case which assumes that essentially the budget is eliminated, 
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which is what the Reagan administration has proposed, and then a 


conservation program which simply assumes that the original pro- 
gram is left in place. What we are looking at there is the response 
of the inflation rate to changes in world petroleum prices. What 
this shows is that if world petroleum prices do increase by 50 
percent that the annual inflation rate throughout the rest of the 
century will go up by about 12 percent a year as a consequence. 

Now let’s suppose that the conservation programs are left in 
place. Between 1980 and 1985 that 12 percent igure will remain 
about the same because of the fact that the conservation is going to 


be not all that substantial really during that period; between 1985 


era ee we ee 


and 1990 there will be substantial conservation as a result of these 


programs and the percentage increase in inflation rate on an annual 


basis will drop from 12 to 9. From 1990 to 1995 the drop will be 
from 9.2 to 5.9 and from 1995 to the year 2000 from 12.9 to 5.6. 

The conclusion then is that these conservation programs can 
contribute a great deal to reducing the inflationary impact of 
higher petroleum prices. That is exactly what they are intended to 
do, of course, and that is one of the main economic benefits that 
will result from these conservation programs. That is one aspect of 
it then and what I did is to present that analysis simply to tie the 
conservaiton progams directly into the stated objectives of the 
President’s economic program. 

Again the stated objectives of the program are to reduce infla- 
tion, and reducing the budget will certainly do that. But eliminat- 
ing the conservation program which is part of this budget cut is 
something that will have consequences that are exactly opposite; 
namely, that they will make the U.S. economy much more vulner- 
able to further petroleum price increases and will heighten the 
inflationary impact of these petroleum price increases. 

Let me just review the basic arguments for these conservation 
programs in terms of costs and benefits again, that is the language 
that I am familiar with as an economist. One of the things that 
accompanies the analysis that goes with the elimination of these 
programs is the idea that somehow cost benfit analysis produces 
the result that these conservation programs are no longer cost 
effective or are not cost effective. 

All the evidence that you have reviewed today, the testimony 
that you have received in all these panels, has been in exactly the 
opposite direction. What these panels have been telling you is that 
the progams which we have analyzed here are programs that have 
very high benefit/cost ratios. The benfits are very high, on the 
order of magnitude of three or four times the cost. 

The question is, what is the impact of, say, higher energy prices? 
Has anything changed since these cost/benefit analyses were done; 
for example, did the big runup of energy prices in 1979 and 1980 
somehow change the rules? Not at all. The benefits have increased 
because all of those benefits are denomintated in terms of energy 
prices, they are savings of energy and therefore these savings are 
going to be that much more important. The costs, on the other 
hand, have not gone up in proportion to the energy costs and that 
being the case the benefit/cost ratios have increased. 

Well, I submit then that on the basis of whatever econimic 
analysis I can muster, whether it is a macroeconomic analysis 
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looking at the inflationary impact or a macroeconimic analysis — 
that looks at the cost/benefit ratio, I just cannot rationalize these _ 
cuts in the conservation and solar programs in economic terms. — 
Since they are justified in these terms, I wonder what rationale 

there is for them. maxis tiie s- 

That is the substance of my testimony. Yi 

Mr. Yates. Thank you very much. Ch a 

‘Mr. Greene. . 

Mr. GREENE. Thank you. ‘ 

I am David Greene, Group Leader of the Transportation Energy 
Group at Oak Ridge National Laboratory which has been conduct- _ 
ing research and analyses of energy issues related to the transpor- 
tation for four years at Oak Ridge. he 

There are four major points that I want to convey. ee eae 

First, that the transportation sector is key to our petroleum — 
imports problem. iti | 

Second, that a look ahead twoards 2000 indicates that long-range 
technology research and development is needed and that the Feder- 
al Government is probably the only agent in the society with a 
long enough social time horizon to worry about that future. 

Third, that right now Government actions can help to improve | 
the efficiency with which the market operates in transportation 
and thereby conserve significant amounts of petroleum. ; 

Fourth and finally, that what are sometimes referred to as soft 
DOE transportation conservation programs for example, ride shar- 
ing, driver education for conservation have a potentially very sig- 
nificant role to play not only in improving the fuel efficiency in 
every day driving but also in helping the Nation minimize the loss 
of mobility during supply emergencies. 

A recent study conducted by Oak Ridge in collaboration with 
Argonne National Laboratory examined possible future trends in 
transportation energy use and the potential impacts of DOE con- 
servation programs on those trends. Our study produced some in- 
teresting results which in fact turned out to be quite insensitive of 
the detailed assumptions we had been making in evaluating those 
programs. 

Our base line forecast for the year 2000, excluding the DOE 
conservation programs, was based on both rates of just under two 
percent under GNP personal disposable income, about a one per- 
cent growth for population and about a modest two percent growth 
in a prices of petroleum transport fuels from 1980 to 200, annual 
growtn. 

With these kinds of growth assumptions, even assuming substan- 
tial fuel economy improvements for each mode, we assumed about 
a 25 percent improvement for heavy trucks by 1990 across the 
board, compliance with the 1985 corporate and fule economy stand- 
ards for automobiles and light trucks, the introduction of NASA 
developed deficient aircraft technologies. Even given those, our 
forecast indicated substantial increases in transportation energy 
use from about 19.5 quads in 1980 to 23 in 1990 and 27 in 2000. 

Because of automobiles fuel economy improvements through 
1985, the energy use of automobiles was held at about constant in 
the forecast so you can see that most of the growth comes from 
other modes and these tended to increase roughly and proportion- 
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ately with incoming GNP growth despite substantial fuel efficiency 
gains. The estimated impact of DOE transportation energy conser- 
vation programs was to even accentuate this trend away from the 
automobile dominated pattern of energy use. Under the budget 
proposed by the previous administration we estimated savings of 
about 4.5 quads in the year 2000 of which about 1.5 were alterna- 
GHeEna of various sorts for a conservation savings of almost three 
quads. 

What this transportation energy future means, I believe, is that 
if the petroleum use of transportation is to be greatly reduced 
without greatly reducing the mobility of persons and goods in our 
society that we need new technology. These new technologies must 
first increase the conversion efficiencies of petroleum based fuels 
and second be capable of using nonpetroleum based fuels in an 
efficient, safe and environentally acceptable manner. Technologies 
with applications in marine, rail and particularly heavy truck 
transport are especially needed. 

The kinds of technological developments which are needed in 
transportation, whether these come through advanced batteries or 
sterling engines or turbines or adiabatic diesel or some other 
energy conversion or storage technology, are not likely to be ready 
for the market for 10 to 20 years. furthermore, much of their 
overall benefit to society in terms of improved environmental qual- 
ity and greater national security will be external to the market 
and thus these are hardly characteristics which are going to attract 
private research investments, especially in the present economic 
clients. 

In other areas our research has shown that Government actions 
can and are now conserving significant amounts of petroleum by 
helping the market to operate more efficiently. This is done by 
providing consumers with consistent and credible information on 
which to base their decisions. Our analyses of detailed monthly 
automobile sales data, for example, show that at least 20 percent of 
the overall fuel efficiency improvement in the new cars each year 
is due to the selection by consumers of more efficient models 
within the same size class and that is controlling for the introduc- 
tion of new cars and the improvement in the efficienty of existing 
vehicles. 

In order for consumers to have made these intelligent choices it 
was necessary for them to know which cars were more efficient 
and by how much. The fule economy labeling program which in- 
cludes DOE’s publication of the gas mileage guide provides that 
kind of information. 

There are other areas in which information alone could save 
signficiant amounts of fuel. It was mentioned earlier about so- 
called fuel saver engine oils which have been documented to save 
from one to seven percent over normal high quality, multigrade 
engine oils. These now sell on the market for 25 to 50 cents a quart 
above the price of other multigrade oils so that the extra cost of a 
five quart oil change would be recouped in one to three months by 
a typical consumer owning a 15 or 25 miles per gallon vehicle. 

If you assumed only a two percent fuel efficiency, you are prob- 
ably conservative so it is difficult to understand—and I think you 
asked the question—why any consumer would pass up a bargain 
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like this but a 1979-80 survey of consumers showed that only seven 
percent used special or synthetic oils to improve the fuel efficiency 
of their vehicles. : pie las 

I would suggest several reasons for this. First of all, most con- 
sumers are either not aware of or simply do not believe the fuel 
economy claims of the fuel saver oils and they have certainly not 
done the calculations necessary to see if the extra cost is worth it. 
The fuel efficiency: improvement is not measurable by the average 
consumer. If an additional 75 percent of all oils in light trucks used 
these oils, again assuming a two percent savings, we would save on 
the order of 1.5 billions of gallons of gasoline annually. Then there 
are other areas that one could mention. . 

Mr. YATES. How many billions do we use on the average? 

Mr. GREENE. About 100 billion. I don’t know exactly how many 
this year but it will probably be something like 102 billion or 103 — 
billion gallons. 3 

Mr. Yates. Cummins Engines better hurry up, hadn’t they? 

Mr. GREENE. They better do something. a 

That is likely to keep going down for some time, I think. None- 
theless, I think a well-conceived program of research as to how the 
fuel efficiency existing can be improved through individual actions 
in the way of maintenance or driver-behavior has the potential to 
pay handsome returns for minimal investments. | 

It is clear that the Government has an important role to play in 
minimizing the impacts of possible future petroleum supply emer- 
gencies that insure an effective and equitable distribution of availa- 
ble supplies. What is less often recognized is that ongoing conserva- 
tion information and outreach programs such as ride sharing or 
driver awareness constitute important resources for coping with 
supply shortages. For example, if the short-run price elasticity of 
gasoline demand is minus .2, then a 10 percent shortage at unregu- 
lated prices would trigger a 70 percent price increase and with a 20 
percent shortage a tripling of prices would result. 

Having the information resources and infrastructure available to 
the individuals when a shortage occurs can greatly enhance their 
ability to respond to the shortage with the least amount of loss in 
mobility. In effect what I am suggesting is that knowledge and 
intelligent response can be used to increase the short-run price 
elasticity of gasoline. Incidentally, it makes a big difference if it is 
.l or .2. In the 20 percent shortage a .1 elasticity would increase 
price by about nine times unless the economy collapsed in the 
meantime. 

Let me offer some evidence to support that contention. Survey 
evidence indicates that during the Arab OPEC oil embargo of 1973- 
74, only two to three percent of workers who formerly commuted 
alone began ride sharing. After five years of Government promo- 
tion of ride sharing as an energy conservation measure consumer 
response to the 1979 shortage was much different. Survey evidence 
indicates that between seven to twelve percent of drive-alone com- 
muters took up ride sharing to conserve gasoline. On an annual 
basis this would correspond to a savings of somewhere between a 
half and a billion gallons of gasoline and I would suggest most of 
that is due to the efforts of Government programs. 
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The driver awareness and training programs also have tremen- 
dous though largely unrecognized potential as emergency conserva- 
tion programs. There is good reason to believe that fuel economy 


gains on the order of 10 percent are possible through model car 


driving strategies. Even if these were often too tedious for the 
average driver to use in his every day driving, the potential of the 
program as an emergency conservation method should easily justi- 
fy the small investment in research and information dissemination 
it would require. 

In concluding I would say that a petroleum conservation policy 


which consists of higher prices alone is only part of a conservation 


policy. Higher prices are a necessary but not sufficient part of a 
national energy policy. When reduction in petroleum imports is a 


national goal, then the Government has a role to play in fostering 


research and development of new technology and enhancing the 
efficiency of the market system by developing and disseminating 
the information consumers need to make intelligent choices. When 
petroleum conservation is achieved by merely doing with less, then 
conservation means suffering but when it is accomplished through 
technological innovation and more intelligent decision making, 
then it means progress. 

Mr. Yates. Thank you very much, Mr. Greene. 

Thank you, gentlemen. 

Let me ask you a question. What is the status of the hybrid 
engine, the diesel electric? Would anybody know? 

Would you know that, Mr. Kamo? ~ 

Mr. Kamo. No. 

Mr. Yates. Yours is strictly diesel. 

Mr. Kamo. Yes. 

Mr. GREENE. I cannot say I am exactly accurate because some- 
times my information turns out to be out of date when we revise 
ibe plans, but I do not think that that is included in the present 

udget. 

Mr. YATES. Well, should it be? For the electric car we are cutting 
back on that program because all we have got is the same car and 
we keep waiting for the improvements in the battery. What about 
a hybrid electric car, one that uses a combination of diesel and 
battery, switching from one to the other? 

Mr. GREENE. I really do not claim to be an expert on the particu- 
lar technical aspects of these technologies. 

Mr. Yates. I will ask DOE tomorrow. I thought being captain of 
the team you would know the answer to this. Well, maybe you 
ought to hang around for tomorrow and you will have the answer. 

But it sounds very logical as an extension, I guess, if you have a 
battery that will let you have a range of 100 miles and you would 
tie that into diesel, it seems to me that you should be making a lot 
of progress with that, shouldn’t you? 

Mr. GREENE. Not necessarily. Some of the studies which I have 
seen would indicate that in terms of performance and other charac- 
teristics that just making them very low performance internal 
combustion engine cars might be just as well although again I 
would say I am the wrong person to ask that question. 

Mr. Yates. All right. We will ask DOE tomorrow. 

Mr. Rosenfeld. 
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Mr. RosENFELD. We have a B battery program at Berkele: — 

Mr. Yates. You have a what? | 22) SITE 

Mr. RosENFELD. We have a fuel research and battery progr 

am not an expert on all the economics of hybrid cars but Tw 
like to back up Mr. Greene. My general impression fro 
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having lunch with battery developers is that until you can iotntonl 
a battery that is fairly light and has 80 or 90 percent efficiency, 
and we are a hell of a long way from there, that it really does not 
pay, that it is so much cheaper to go to a higher performance, 
small, light, well-designed car that will get 60, 65 miles per gallon 
anyway. You have a terrible time justifying the extra weight and | 
complexity of the hybrid. ne isroitemoe 

A Volkswagen turbo-charged diesel even without the 80 bag fea- 
ture is they are already making a car that is going to get about 60° 
miles per gallon on the average freeway, urban. . stvestgi | 

Mr. Yares. Is this a diesel or light diesel car? ini si? 

Mr. RosenFe.p. Light diesel. It is a little better than the Rabbit. a 
I think it is called the RV 2000 and they are in production already. 

Mr. Yates. Why is Common so far behind Cummins? (iat 

Mr. Kamo. We are not far behind because, you see—— . 

Mr. RosENFELD. They are doing a truck diesel, it is a great thing. 

Mr. Kamo. The 52 miles per gallon that the Volkswagen Rabbit 
gets is 0.41 and we are down to .28 on this 80 turbo compound so, 
you know, we are way past them but we are not pointed to pa- 
senger cars yet. 

Mr. Yates. Why don’t you do that? Isn’t that a bigger field than 
the trucks? : 

Mr. Kamo. We are a truck engine manufacturer and it is very. 
hard for us to get into the small passenger car business where you 
got GM. , 

Mr. Yates. Why does Chrysler have to buy its engines from 
Volkswagen? Why can’t they buy their engines from you? 

Mr. Kamo. We don’t have it yet. 

Mr. GREENE. That’s the point. His technology is far away. 

Mr. Kamo. It is just emerging with us. 

Mr. Yates. How far away is he? 

Mr. GREENE. Maybe he should answer. 

Mr. Kamo. I tell my management that I could see the thing in 
age by 1988 beginning and then the full adiabatic by 1990, 

1. 

Mr. Yates. I would like to see it but I don’t know if I can live 
that long. Speed it up, will you? 

Mr. GREENE. There are others that seem to think there are very 
substantial materials questions that have to be solved before you 
can do that. | 

Mr. Yates. Why are the Germans so far ahead of us? 

Mr. GREENE. They are not on this particular technology. 

Mr. RosENFELD. They are not. 

Mr. Yates. According to what Mr. Rosenfeld has said, they are 
putting out a car that is going—— 

Mr. ROSENFELD. It is a conventional diesel engine. It is very well 
engineered, very well streamlined. It has a fiberglass body and all 
those technological tricks. The engine is a standard diesel engine 
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with a little supercharger. They will do better than that if they get 
a better engine. 
Pai Yates. They will be looking for Cummins, too, then, won’t 

ey’ . 

Mr. Kamo. This is competitive. That compound is in Europe and 
that is by Sofsconia. They have been spending quite a bit of money 
on that but I think we are still three to five years ahead of them. 

Mr. Yates. Okay. Stay that way. 

Thank you all. Thank you very much. 

Mr. Brapy. Let me make a couple of comments before you close. 

Mr. YarTEs. Yes. 

Mr. Brapy. First, just to back up Cummins’ comment, by the 
year 1985 half of our fuel is going to be in trucks, right now it is in 
the range of 36 or something like that, and that is why we don’t 
have the development. By and large the pressure in the automobile 
is going to get us that 40 mile fleet average and so on but trucks 
are another matter because they cost so much per unit and it costs 
so much to get one of these large trucks up to scale. To get an 18 
percent savings, for example, and one of our member companies is 
trying to do that, it is going to take a sixty to seventy million 
dollar investment over six to eight years and truck companies don’t 
have that kind of money to put in at a risk, it may not work, and 
that is one of the reasons. 

Mr. Yates. Thank you. Thank you all very much. 

The statment of Mr. Charles Keeting, President of American 
Continental Corporation and the statement from Mr. Michael 
Grainey, Deputy, Director of the Oregon Department of Energy 
will be put in the record.] 

[The statements follow:] 
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STATEMENT OF 
Mr. Charles Keating 
President 


American Continental Corporation 


Hearings before Interior Subcommittee 
of the House Appropriations Committee 


Re: FY 81 Budget Rescission for the 
Department of Energy 


Mr. Chairman: 


My name is Charles Keating and I am the President 
of American Continental Corporation. American Continental 
constructs and sells single-family homes in Arizona, Colorado, 
Utah, Washington and Wyoming. We vigorously support efforts 
to rescind all budgetary authority for the development by the 
Department of Energy of Building Energy Performance Standards 
("BEPS") for new buildings. Promulgation of BEPS is totally 
unnecessary at this time and will result in unnecessary costs 
to the American people. 


The present general budget rescission proposed by 
the Administration cuts BEPS funding. This rescission clearly 
reflects the intention of both Congress and the Administration 
that neither interim nor final BEPS should be issued. Promul- 
gation of BEPS would be precisely the type of expensive and 
purposeless federal intrusion into the economy which should 
be rejected by the Congress and Administrations. 


BEPS, as the Subcommittee knows, determine the 
Maximum amount of energy to be used in a new building. Because 
failure to comply with BEPS can result in the withholding of 
federal financial assistance, BEPS are effectively a mandatory 
standard with widespread adverse implications for the construc- 
tion industry. 


Whatever sense promulgation of BEPS may have made 
five years ago when Congress first expressed its concern 
about energy conservation in new buildings, their promulgation 
at this time is unnecessary and wasteful. Five years ago 
petroleum prices were artifically low and there was little 
Market incentive for conserving substantial energy. This 
fact has changed with the decontrol of petroleum prices; 
Market forces now constitute sufficient encouragement for 
those seeking to purchase new homes to look carefully at the 
energy efficiency of such homes. 
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The conference report that accompanied the 1976 
legislation estimated that BEPS would save twelve quadrillion 
Btu's of energy in 1990, which could amount to almost forty . : 
percent of the total energy projected to be used by the resi- 
dential and commercial sectors in 1990. However, a recent Py nm 
DOE analysis concluded that only one-half quadrillion Btu's -- ; ? 
four percent of the energy savings Originally projected in 
1976 -- would be saved in 1990 due to BEPS. We believe the 
recent decontrol of petroleum prices will result in increased 
conservation efforts which will further diminish the energy 
projected to be saved by BEPS. DOE's recent projection high- 
lights the absurdity of continuing to promulgate expensive 
and intrusive federal regulations where the projected benefit 
of BEPS has decreased by at least ninety-six percent since x 
BEPS were first legislated. IS 0D > 2a 


The administrative difficulties in the BEPS program " 
also serve to highlight the relative wastefulness of federal si Shae 
regulation in this area. Any sensible energy conservation 
standard for buildings must at least take into account the 
climate where the building is to be located. To recognize 2 
this obvious fact, DOE was forced to include 78 different ; 
climate areas for BEPS! However, each individual State is S790 ays 
better equipped to determine and analyze the effect of dif- rash 
ferent climatic conditions on energy use and conservation in 
buildings. Forty-seven States have now adopted energy codes 
regulating new buildings; no State had such energy codes five 
years ago. We submit that these codes, which address regional 
climate conditions and other local factors, will do far more 
to conserve energy in buildings than a Single federal code 
based on 78 disparate climate areas. 


Additionally, at least two professional groups, the 
American Society of Heating, Refrigerating, and Air-Conditioning 
Engineers, Inc., and the National Conference of States on 
Building Codes and Standards, Inc., have developed energy 
Standards and codes for new buildings through a consensus 
mechanism which incorporates the professional concerns of those 
directly affected by energy standards. Forty-one State energy 
codes are based in whole or in part of these professional standards 
and codes. 


These facts lead us to question the need for federal 
regulation of building energy performance standards; the problem 
of energy conservation has been addressed by market forces, State 
energy codes, and consensus standards developed by affected industries. 
Federal regulation will constitute another burden on the Nation's 
economy without any compensating benefit. 


In addition to the questionable need for federal regulation 
in this area, we are concerned about the cost of BEPS to the 
American people. Such costs arise in at least three ways: 
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1. The inflationary cost of BEPS to the home 
buyer. By the Department of Energy's own 
estimates, BEPS will add at least seventy-five 
cents to one dollar per square foot to the 
sales price of a new home. According to industry 
estimates BEPS will more likely add twice this 
amount, Or more than $3,200 to the cost of a new 
house. Home buyers can scarcely afford this 
additional and unnecessary cost of buying a new 
home. 


2.4°The..costs of producing and enforcing the BEPS 


regulations. Thirty-three million dollars has 
already been funded for BEPS for discal years 1977 
through 1980; over ten million more dollars has 
been budgeted for BEPS through fiscal 1982; and 
these figures do not even include the cost of 
personnel at DOE to promulgate the standards. 
Additionally, DOE reportedly estimates that the 
initial training of State and local building 
officials to implement and enforce BEPS could cost 
an additional forty million dollars. 


3. The cost of imposing unnecessary regulations on an 


already troubled industry. The home building 
industry currently confronts many critical pro- 
blems. 1980 housing starts were forty percent 
below the levels reached in 1977 and 1978, and new 
home construction declined fifty-two percent from 
the autumn of 1979 to the spring of 1980. Sales of 
new one-family homes plummeted twenty- five percent 
in 1980, and this downward trend may well continue. 
In the last several years, the housing industry has 
become the focus of increasingly extensive and 
complex environmental and zoning regulations. 
Adding further regulations to the already troubled 
housing industry will not benefit the American 
people. Additionally, it is estimated that BEPS 
will add almost five billion dollars to the 
construction industry's costs in the first year of 
implementation alone. 


We strongly support the deletion of BEPS funding from 
the DOE budget. All BEPS contracts entered into by DOE should be 
cancelled. Additionally, legislation should be introduced to 
repeal the existing statutory requirement that DOE develop interim 
and final BEPS. This legislation would negate the requirement 
that future federal buildings be constructed in accordance with 
the interim BEPS. Furthermore, legislation should be introduced 
to rescind the requirements of 12 U.S.C. §1735F-4, which directs 
the Secretary of Housing and Urban Development to establish energy 
performance requirements for housing subject to federally insured 
mortgages, including Federal Housing Administration insured mortgages. 
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I. INTRODUCTION 


The purpose of this testimony is to urge the Committee to continue 
Support for funding for state energy conservation and renewable resource 
programs. These programs are extremely important to the states ana to 
the federal goal of reducing excess depenaence on imported energy 
sources. At the same time, the payback from these programs is extremely 
good. Support for these programs can be continued by Congress without 
Sacrificing overall budget reducing goals of Congress and the new 
Administration. In fact, support for these programs can be continued and 
the reductions in the overall Federal Energy Budget ceiling that have. 
been proposed by the Administration can still be maintained by making 
appropriate adjustments in other technologies. This will result in a 
more balanced reduction across the board. Such a reduction would result 
in a sharing of the economic burden more fairly by all energy programs . 
and would not seriously jeoparaize any one energy resource. In that 
case, the nation would have the benefit of continuing a number of viable 
energy options. 


In my testimony I would like to provide the Committee with the fol lowing 
information: 


1. A detailed discussion of what the Oregon Department of Energy is 
doing both in the areas of energy conservation ana renewable 
resources as a result of combining federal assistance of the with 
State initiatives as well. 


2. A discussion of why a national energy conservation/renewable resource 
program funded by the federal government and administered by state 
governments is important. 


3. A discussion of the role of local governments in federal/state energy 
programs. 


Me 


II. OVERVIEW AND SUMMARY OF OREGON PROGRAM ENERGY SAVINGS | 


=. 
OG "ig Sr 


Energy conservation repeatedly has been recognizea by numerous esp . 
authorities as our cheapest and most readily available energy resource, y 
In recent years in the Pacific Northwest, we have been threatened not 
only by petroleum shortages, but by drought-induced electricity shortages 
as well. Energy conservation has become increasingly important as an 
additional resource. Our region's strong interest and effective actions — 
in energy conservation is reflected in the recently passed Pacific aa 
Northwest Electric Planning ana Conservation Act, Public Law 96-501. 
Energy conservation, as we have pursued it in the Northwest, does not Mees 
imply discomforting changes in life style. It does not mean Significant 
alterations in energy use patterns or end use products. Conservation is — 
the more efficient use of the energy we have. The potential energy. aa 
Savings from improved energy efficiency in all sectors of the economy is 
enormous. Nationally, we have seen improved efficiencies in appliance 
Standards, automobile fuel efficiency requirements, and in such electric | 
utility use patterns as street lighting by cities and counties. ete 
Similarly, the use of renewable resources«in the near term in smal} 
decentralized ways, offer near-term promise of immediate payback. 

A question frequently asked is how much of this would have happened 
anyway aS a result of rising energy prices? That is not an easy question 
because the models and methods by which energy planners use to Calculate 
priced-induced energy savings are fairly new. Nevertheless, in Oregon 
our preliminary figures show that in the electricity alone, energy 
Savings directly attributable to programs initiated by the State of 
Oregon are likely to result in energy Savings equivalent to 500 to 700 
average MW by the year 2000. Those savings represent the displacement of 
the need for two additional large coal-plants costing from $1 to $2 
billion dollars each. 


Another factor in the riddle of "price-induced conservation" is that 
econometric models can calculate on energy savings, but cannot tell how 
you achieve those savings. That is, even though higher prices will 
result in lower consumption, such reduced consumption may result in 
adverse economic and social impacts in the absence of well-designed 
federal and state programs. 


There is an important distinction between reduced consumption and energy 
conservation. Sudden price-induced reduced consumption can result in 
adverse Changes in lifestyle or serious economic or social hardship, 
whereas well-planned energy conservation programs can reduce consumption 
by increasing energy efficiency. 


Oregon's energy potential from both conservation and renewable energy 


resources is substantial and we have aggressive programs to capitalize on . 
those opportunities. c 


Governor Victor Atiyeh has recomnendea a Special Energy Program to the 
Oregon Legislature to expand and broaden conservation and renewable 
resource incentives for Oregonians. This package comnits $26 million in 
of State funds over the next two years. Of this, approximately $5 


1365 


=a 


million would go through the State Energy Department to increase and 
improve conservation and renewable resource programs and planning and 
Siting capabilities. The $21 million balance woula finance incentives 
for mass transit and other energy-related state programs including lana 
use, air and water quality, fish & wilalife and other state and local 
‘government activities that promote energy conservation and renewable 
resource development. 


State funding for the Oregon Department of Energy is evidence of our 


commitment and our ability to supplement federal funds to develop 
effective energy programs. 5 


For example, over the past five years, the State of Oregon has provided 
$11.3 million--75 percent of the financing for all energy-related 
Programs, The Oregon Department of Energy's budget has matured from a 
budget largely financed by the federal government to one increasingly 
Supported by the state. In the 1975-77 biennium 60 percent of the 
Department's $1.5 million budget was federally funded. In 1979-81, 
federal funds comprise 50 percent of the Oregon Department of Energy's 
$6.6 million budget. The Governor's recommended budget for the 
department in 1981-83 is $10 million, of which only 39 percent would be 
federal funds. The Governor's proposed Special Energy Program which 
includes 30 pieces of legislation on conservation and renewable 
resources, is to be almost entirely state-funded and, all told, 67 
percent of the costs of all energy programs in Oregon over the next two 
years will be financed by the state. A more detailed breakdown of our 
Current budget is provided in the table on the following page. 


While this state-to-federal funding pattern is higher in Oregon than in 
most other states, it demonstrates the effectiveness of a state/federal 
working partnership and how a resourceful State uses federal funds in a 
meaningful way. - 


We recognize that not all states are ina position today to commit 

comparable amounts Of state funds to their energy budgets. We support 
the concept of a reasonable matching requirement from the states. The 
National Governors' Association has Suggested a 20 percent state match. 


The Oregon Energy Facility Siting Council, which is the body responsible 
for energy planning in the state of Oregon and the siting of energy 
facilities, recently concluded a rulemaking proceeding on future 
electricity demand and a master plan for meeting that demand in the state 
of Oregon, 


Over the next ten years, the Siting Council estimates that conservation 
(including priced-induced ana specific programs).and renewable resources 
will provide about 40 percent of the load growth projected to be 
experienced by Oregon electric utilities. This is a total of 
approximately 800 average MW, of which 500 is conservation and 300 is 
renewable resources. By the year 1995, the Siting Council estimates that 
900 MW can be saved through energy conservation and an additional 450 MW 
can be obtained through renewable resources, principally, hydroelectric, 
cogeneration, geotherinal electric and wind. 
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Oregon Department of Energy . 
Comparison of State and Federal Funding nf uew motte aaa 
July 1979 through June, 1983 


NOD SvOorqet 
July, 1979 - June, 1981 -—_July, 1981 - June, 1983. 
State Federal % State State ; 
: Funded Funded Funded = Funded ~ ft 
Dept. of Energy Budget : 3002 = 
Administration 790,000 392,000 671,110,000 529,000 68 
Conservation 377,000 2,355,000 15 2,975,000 1,859,000 62 
Renewable Resources 367,000 567,000 38 355,000 709,000 33 
Planning 446,000 13,100 97 ‘633,000 ~ 2,000 99 
Siting & Regulation 939,000 42,000 -«96.-=S «1,125,000 885,000 56 
Allocations - 248,000 0 100 0 0 -- 
Total 3,376,000 3,369,000 ** 50 6,198,000 3,984,000 61 
Governor's Steen) Energy Program ci! 1981-1983 — 

: Administration 246,000 25,000 91 
Conservation 2,316,000 150,000 94 
Renewable Resources - 969,000 405,000 7]. 
Planning é 563,000 | 100 

Total : 4,940,000 580,000 88 


Total Oregon Energy Programs 1981-83 


Administration 1,356,000 554,000. 71 
Conservation 5,291,000 2,009,000 72 
Renewable Resources 1,324,000 1,114,000. 54 
Siting & Regulation “weeey 5) 25000 885,000 aa 
Planning 1,196,000 2,000 99 


Total 10,292,000 5,144,000 67 


7 
4 
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Based on this assessment, the Siting Council estimates that while the 
state of Oregon wil] require approximately three adaitional coal plants 
between now and 1995, the remainder of its load will be met by 
conservation and renewable resource programs. In a sense, the state is 
putting its money where its mouth is because absent a clear showing that 
these estimates are wrong, an application for additional thermal 
facilities or other energy facilities which do not meet this pattern 
established by the Siting Council will not be approved. This is an 
ambitious program but it is a program which the State believes is well 
grounded, both in its experience and in the analytical studies it has 
done of the potential for energy conservation and renewable resource 
deve lopment. . 


The state has made similiar Strides in non-electric energy as well. In 


- 1979, Governor Atiyeh requested the Oregon Legislature to establish an 


Alternate Energy Development Commission with the state of Oregon to 
Quantify the potential for renewable resources and to establish a plan 
and a course of action for maximizing those potential resources. The 
Commission established six task forces to focus on the major renewable 
resource areas of hydro electric, geothermal, biomass and wood energy, 
Solar and energy conservation, wind energy and alcohol fuels. 


The Commission's final report was issued in September 1980 and was the 
basis for the Governor's Special Energy Program. It provides estimates 
of achieveable energy savings by the year 2000 and renewable resource 
development as well as how those means can be achieved. In some cases 
both federal and state financial assistance are necessary. In other 
cases no financial assistance is necessary, rather it is a question of 
removing institutional barriers such as leasing of public lands with 
adequate environmental safegards. 


The Commission concluded that all of Oregon's demand growth theoretical ly 
could be met between now and the year 2000 by undertaking measures to 
promote energy conservation and renewable resources. In fact, the 
Commission's recommendations, which were the basis for the Governor's 
Special Energy Program, recommend attempting to meet between 10 and 20 
Percent of this demand growth in all sectors through conservation and 
renewable resources with a program that will cost the State nearly $700 
million between now and the year 2000. 


A more detailed description of the State's existing conservation and 
renewable resource programs is provided below. 


A. Oregon Conservation Programs 
1. Incentive Programs for Existing Residences 


Oregon homeowners are offered a strong package of conservation 
incentives. The Common Cause report called Oregon's weatherization 
loan program one of the best in the nation. 


a. Private Utility Weatherization Programs. Investor-owned gas and 
electric utilities serving Oregon are required to provide to 
their space heating customers a free home energy analysis ana to 


arrange for low-interest financing and installation of ~ 
weatherization. The interest rate for the loans is 6.5 
percent. Oregon's investor-owned electric utilities-- Pacific _ 
Power and Light, Portland General Electric and C. P. National-- 
also offer loans on an interest-free, deferred- payment basis, 
After nearly two and a half years of program operation, 22,14] 
homeowners had requested no-interest loans and 8306 had TEINS 
requested 6.5 percent loans. A total of 79,459 households 
requested an energy analysis. (at Céses 
Es § 
b. Publicly-Ownea Utility and 0i1 Dealer Proarams. Publicly-owned - 
utilities and large fuel oi] dealers are also required to offer 
a free home energy analysis to their space heating customers. 
Customers are provided information on registered contractors and 
commercial lenders offering 6.5 percent loans. As of December — 
31, 1980, publicly-owned utilities and oi1 dealers had conduc ted 


more than 24,450 home energy audits. Oregon Department of 
Energy estimates that lenders processed 1,678 weatherization . 
loans during that period. 


C. Weatherization Tax Credit. Oregon taxpayers can claim a 
personal income tax credit of 25 percent of weatherization costs 
up to $125 for adding such materials as caulking, ; 
weatherstripping, insulation, and storm windows to their primary 
residence or to a rental occupied as a primary residence. 
Approximately 115,360 tax credits were claimed for 
weatherization installed between October 1977 and December 1979. 


a Veterans Weatherization Loans. To qualify for a Department of 
Veterans' Affairs (DVA) loan, a home built before July 1974 must 
meet minimum weatherization standards. The cost of 
weather ization can be added to the principal of the DVA loan. 
Between October 1977 and December 1980 more than 44,500 homes 
were weatherized under this program. 


New Construction 


Every new commercial and residential building in Oregon is required 
to meet statewide energy conservation standards. The Oregon 
residential code has one of the strongest conservation standards in 
the nation. A recent study estimates that Oregon's 1974 residential 
code (which has since been substantially upgraded) reduced space 
heating energy use in natural gas heated homes by 40 percent compared 
with homes built before the code took effect. : 


New commercial and institutional buildings constructed in Oregon are 
not permitted to exceed maximum lighting power standards, and Oregon 
has a voluntary lighting power standard for existing buildings. With 
federal funds workshops have been conducted for architects and 
engineers to assist them in complying with the lighting standards and 
the structural code conservation standards. Federal funds are also 
enadling the Oregon State Homebuilders to conduct training sessions 
on energy-efficient construction techniques that comoly with and 
often exceed code requirements. 
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_ Oregon law requires new multiple-unit residences to have separate 


electric metering for each unit, a requirement that a 1975 Federal 
Energy Administration stuay estimated could result in a per unit 
electricity savings of about 35 percent. In addition, natural gas 
furnaces, water heaters, clothes gGryers, ranges, and pool heaters 
sold in Oregon are required to have intermittent ignition devices to 
eliminate pilot light waste. 


Utility Rates 


Oregon is one of the few states whose utility commissions have 


“prohibited declining-block rates and one of three states setting . 


rates for at least one class of customers based on marginal cost. 
Low-Income Weatherization Assistance 
ates Beet her ization Assistance 


Oregon's share of the federal weatherization program for fiscal year 


_ 1981 should be approximately $3 million, enough to weatherize 2,500 


homes of low-income families. Moreover, as part of his Special 
Energy Program, Governor Atiyeh has asked the Oregon legislature to 
provide an additional $1 million of State funas into the low-income 
weatherization effort. 


Public Information 


Oregon Department of Energy has developed ana distributed a number of 
instructional public service announcements and quality publications, 
including "Weatherization ana Alternative Energy Incentives for - 
Oregonians", “Weatherization: One Step at a Time", "The Oregon 
Sunbook", "The Oregon Wind Book", and "The Oregon Wood Heat 
Handbook". The publications have been widely distributed and 
well-received. é 


Local Government 


Oregon Department of Energy has developed an innovative pilot Local 
Government Technical Assistance Program for Energy Management. The 
program is in two parts. The first provides selected cities and 
counties with help from a team of volunteers skilled in such fields 
as energy conservation, finance, engineering, architecture and 
planning. The team spends several days working with staff and 
officials on the energy issues identified by the local governments 
and provides written recommendations. 


The second part is a series of workshops for local governments on 
energy conservation project needs they have identified in a statewide 
Survey. Workshop topics will include fleet management, street 
lighting, solid waste, and developing an energy program. 


Oregon Department of Energy has also offered a local grant program 
for energy conservation and renewable resource projects. The program 
provides seed money to local governments and non-profit community 
groups to develop a wide range of innovative energy projects meeting 
local.needs. In fiscal year 1980, nearly $200,000 was proviaed to 
local governments in Oregon under this program. 
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Oregon Department of Energy is involved in Oregon's comprehensive 
planning process in which cities and counties are required to develop 
land use plans which conform to Statewide Land Use Planning Goals and 
Guidelines established by the Land Conservation and Development 
Commission. Goal 13 specifically requires that local plans include 
an energy element. Oregon Department of Energy has developed two 
handbooks to assist local planners in developing their energy 
elements. Oregon Department of Energy is also in the process of 
reviewing and commenting on all 287 local plans and providing 
technical assistance in developing plans and implementing ordinances 
encouraging energy-efficiency. 


Commercial/Industria) 


Oregon Department of Energy operates a Clearinghouse designed to help 
commercial and industrial energy users share information about energy 
conservation efforts. In the first full year of operation, more than 
500 representatives from Oregon commercial and industrial firms have 
attended Clearinghouse conferences and technical workshops to discuss 
energy economics and energy-efficient business operations. Oregon 
Department of Energy will conduct the Second Annual Governor's Energy 
Management Conference in April 1981. 


Five regional Boiler Efficiency Workshops instructed commercial/ . 
industrial boiler owners in the efficient operation of oi) and 
gas-fired boilers. Workshops on Energy Efficient Lighting Techniques 
will be conducted this spring. In addition, Oregon Department of 
Energy is conducting a Grocery Store Demonstration Project which 
offers energy conservation studies to ten selected grocery stores. 
Results will be compiled in a manual for use by all Oregon retail 
grocers. A film on energy-saving operational and maintenance 
techniques will be developed for grocery owners, managers and 
employes. 


Many Oregon businesses and major trade associations have contributed 
technical and financial testimony on proposed energy legislation and 
adminstrative rules for tax incentives and loans for energy 
conservation and renewable resource projects. The Clearinghouse also 
sends a quarterly newsletter to Oregon businesses. 


State Energy Management 


Between 1976 and 1979, the State of Oregon reduced building energy 
use by 13.5 percent. Most of the reduction is the result of no-cost 
and low-cost energy management techniques. There remains substantial 
potential for reduced energy consumption in .state-owned and managed 
buildings. Governor Atiyeh has set a goal of 20 percent reduction in 
1981 compared with 1976. 


State building managers use computerized records to identify 
buildings that are wasting energy. State building operations staff 
are trained under the federal Institutional Buildings Grants Program 
to conduct energy audits of their buildings. Conservation measures 
identified by the audit and subsequent feasibility studies have been 
carried out in nine state facilities at a cost to the state General 
Fund of approximately $750,000. 
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Institutional Buildings Grants Program (IBGP) 


The Institutional Buildings Grant Program was established as a result 
of the National Energy Conservation and Policy Act of 1978. This 
three-year program provides an opportunity for Oregon schools, 
hospitals, local governments, and public care institutions to receive 
cost-sharing grant funds from USDOE to conduct energy audits, 
technical assistance studies, and, in the case of schools and 
hospitals, to actually install energy conservation and renewable 
resource measures. Eligible institutions must match the federal 
funds dollar for dollar. : 


Oregon schools, hospitals, public care institutions and units of 


local government have spent more than $3 million to match federal 
funds for energy conservation activities in 1980. More than 1,200 
energy auditors have been trained by Oregon Department of Energy, 500 


_ On-site energy audits have been done and more than 200 technical 


19. 


assistance studies have been completed. Nearly 80 energy 
conservation projects have been funded and institutions participating 
in the program will save nearly $2 million in annual energy costs. 


Energy Extension Service 


Oregon's Energy Extension Service (EES) was begun in March 1980 by 
Oregon State University Extension Service under contract with Oregon 
Department of Energy. The federally-funded EES provides personalized 
energy conservation services to small energy users. Oregon's EES 
emphasizes conservation help for small businesses and homebuilders, 
and renewable resource assistance for individuals. 


In the first year of operation, Oregon's six energy extension agents 
have provided energy information, technical assistance, or renewable 
resource education to more than 8,000 Oregonians. The agents work 
primarily in Washington, Clackamas, Lane, Coos, Jackson and Deschutes 
counties. The programs and target audiences include: 


a. A Citizen Response Program addresses specific requests or needs 
for information on conservation and renewable resource 
Opportunities. More than 500 persons in the Portland Area have 
attended EES-sponsored solar water heating workshops. 


b. A Builder/Contractor Program offers energy-efficient design and 


construction information to residential contractors. This 
effort has included workshops and presentations to homebuilder, 
realtor and appraiser organizations. 


c. The Master Conserver Program has trained more than 120 
volunteers in the Portland and Lane County areas in 
weatherization and renewable energy resources. Each of these 
trained volunteers in turn agrees to spend at least 40 hours 
providing others in their communities with energy information 
and technical assistance. These 120 volunteers will contribute 
up to 4800 hours of energy education to the community. 
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A Small Business Program emphasizes energy efficient equipment 
and business operation. In 1980, the EES target has been 
restaurants, hotels, and motels. Eight seminars for the food 
service industry were conducted in conjunction with the 
Restaurants of Oregon Association and the Oregon Department of 
Energy Clearinghouse for Commerce & Industry. 


In 1981, EES will modify energy information services to smal] 
business owners to provide more individualized assistance 
through on-site counseling. 


The Oregon EES program is in the process of conducting an 
evaluation of the effectiveness of certain programs it has 
offered in its first year of operation. An evaluation of the 
10-state, two-year EES national pilot program showed that EES 
clients took half again as many conservation actions as each 
non-client. The evaluation also estimated that the FES program 
nationwide was responsible for energy savings of 6,400 barrels 
of oi] per day beyond what would have been saved without the 
program. In terms of cost-effectiveness, the cost of achieving 
the additional energy savings averaged $8.50 per barrel of oi] 
equivalent, compared to the $30 to $35 cost of a barrel of 
imported oi]. The national evaluation further found that EES 


leveraged $16 of private conservation investment for every EES 
dollar expended. 


ll. Transporation Conservation 
operation vonservation 


a. 


Statewide Ridesharing. Oregon's statewide ridesharing program 
is being expanded from its initial survey role to an effective 
role promoting employer ridesharing throughout the state. The 
expanded program will offer technical assistance and materials 
to employers and local governments. 


Contingency Plan. The Oregon Department of Energy "Middle 
Distillate and Gasoline Contingency Plan" has recently been 
updated. The plan was established in 1979 with the help of the 


Oregon Department of Transportation and a citizens advisory 
committee. 


Phase I of this three phase plan was implemented in response to 
the petroleum shortage of 1979 and contributed to the absence of 
the disruptions experienced in many of the larger states. 


State-Owned Vehicle Conservation. Increased energy awareness in 
SS EISELE ET OTE 


the management of Oregon's state vehicle fleet has resulted in 
an improvement in energy efficiency. Gasoline consumption in 
1980 was 6.4 percent less than 1979 and state vehicle mileage 
down roughly 4 percent for that same period. Consumption in 
1930 was down 11 percent from 1978 in compliance with an 
Executive Order from the Governor in April 1979 establishing the 
State Vehicle Mileage Reduction Program. 
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d. Ramp Metering. Ramp metering (controlled freeway access) has 
been established along one of the state's busiest freeway 
corridors with an estimated savings of 20 percent of the energy 
used on that corridor. An estimated 28 percent reduction in 
travel time and 30 percent increase in freeway capacity has also 
been experienced for that corridor. 


e. National Gasoline Targets. Oregon met all the voluntary 
gasoline conservation targets established by U.S. DOE. Oregon 


achieved this through the state's aggressive public outreach 
Campaign and through the voluntary efforts of. informed 
Oregonians. 


f. Educational Efforts. The state is preparing an energy 
conservation curriculum unit for use in high school driver 
education classes. The current curriculum does not cover energy 
conservation awareness or techniques. 


g. Local Government Program. A fleet management training program 
will be targeted at local governments in an effort to reduce 
consumption. The project will initially train a limited number 
of persons to instruct fleet peergrors in energy-efficient 
vehicle operations. 


h. Pending State Legislation. The Governor's Special Energy 


Package includes two bills which will result in transportation 
energy savings: Senate Bill 121 which would facilitate special 
events mass transit, and House Bill 2257 which excludes from 
Oregon taxable income payment received as part of a nonprofit 
ridesharing arrangement. 


Other important transportation bills before the 1981 Legislature 
are SB 53 and SB 54, which remove the uncertainties concerning 
insurance and workmans' compensation matters for vanpools and 
carpools. ~SB 71 establishes a transit pool and central 
Purchasing agency for the state's transit districts. SB 286 
provides a tax credit for employers who provide public transit 
passes to their employees. HB 2058 provides money to local 
transit districts in lieu of state payroll] taxes. 


B. Renewable Resource Programs 


1. Small Scale Energy Loan Program 


Oregon Department of Energy began taking applications for this new 
program last month. The program provides long-term, low-interst 
loans and complements state tax incentives for energy development 
from solar, wind, geothermal, hydro, wood wastes, agricultural 
residues, waste heat and alcoho} fuels. 


Oregon Department of Energy will issue general obligation bonds to 
make loans to individuals, small businesses, non-profit cooperatives 
and corporations and municipalities. The loan program is designed to 
he self-sustaining. Income from loans and investments of bond 
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proceeds are to pay all program costs. Loan activity is expected to’ 
be from $20 to $40 million per year, with a maximum bond ceiling of 
over $350 million. ; 


Commercial/Industrial Tax Credit 


Oregon offers a 35 percent tax credit for business and industry 
investments in renewable resource energy equipment. Entering its 
second year the program has received 77 applications representing 
total investments of more than $23 million. Fifty-nine projects have 
been pre-certified for the credit for a total of $14 million in 
Credits. Nearly 85 percent of the projects are under $100,000. 
Twenty-eight of the approved projects use solar energy, six involve 
waste heat recovery, nine use wind, and the remainder involve hydro, 
geothermal, alcohol, wood, and cogeneration. 


Residential Energy Tax Credit Program 


This tax credit, adopted in 1977, encourages residential solar, wind, 
geothermal and hydro resources. The tax Credit provides a credit of 
25 percent of the amount spent on d@ renewable resource up to a 
maximum credit of $1,000. The participation in the tax credit 
program has increased dramatically. In 1978 the Department certified 
209 applications for tax credits. Applications more than doubled in 
1979 and increased to over 2,600 in 1980. Higher energy costs, 
consumer awareness, attractive federal tax Credit and aggressive © 
marketing by solar industries all contributed to increase use of the 
tax credit. 


Alternate Energy Loan Program 


Oregon has a low-interest loan pragram for renewable resources that 
was established by the 1979 Legislature, comparable to that that has 
been made nationally famous for its energy conservation programs. 


| The program offers 6% precent interest loans to individuals who 


install or use renewable resources for their residences. Up to 
$10,000 in loans may be financed under this program per individual. 
The difference between the 6%; percent and the market value of the 
loan is subsidized by the State by providing a tax credit on the 
excise tax of the financial institution offering the loan. The total 
cost of this program for the 1981-83 biennium is expected to be $1.7 
million to the State in lost revenue as a result of the incentives 
provided under this program. 


Appropriate Technology Grant Program 


The Oregon Department of Energy helped to administer a federal grant 
program for innovative, small-scale energy projects. The Department 
reviewed and prioritized the applications that were received and made 
recommendations to the U.S. Department of Energy for awards. 
Twenty-six Oregon projects received grants totalling more than 
$236,900. These includea hydroelectric, solar, wind, alcohol, waste 
recovery, wood combustion and energy-efficient farming programs. 

Nine additional alcohol production projects were supported by grants 
from the federal Office of Alcohol Fuels. 
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6. Geothermal Energy Development 


- Geothermal energy has significant potential in the state of Oregon. 

_ Geothermal energy potential in Oregon is substantial. The State has 
estimated that geothermal energy is capable of displacing 7 million 
barrels of oi] annually. The heating potential for electric energy 
is 27 trillion Btus per year and an additional 66 trillion Btus of 
thermal energy per year, an amount equivalent to six coal plants. 

The State of Oregon is aggressively attempting to explore and develop 
these resources. The State of Oregon is developing this through a 
three-pronged approach. “if 


aS Through the Oregon Department of Energy's outreach and 
information programs. 


b. Through the exploration and drilling undertaken jointly by 
industry and the State's Department of Geology and Mineral 
Industries. 


C. Technical assistance programs offered by the Oregon Institute of 
- Technology. 


As a result of these programs, Klamath Falls, Oregon and Boise, Idaho 
already make wide spread use of geothermal resources for space 
heating. The OIT Technical Assistance Programs provides engineering, 
economic and planning assistance to near-term direct geothermal 
projects. Organizations that have received this form of assistance 
include the City of Vale, local schools, community colleges and 
hospitals, as well as industrial facilities. Heating districts are 
likely to be established in Vale, Oakridge, Lakeview, La Grande and 
the Klamath Falls system is. likely to be expanded soon. 


Finally, the State Geothermal Planning Fund provides environmental 
review of geothermal development and establishes a planning process 
that includes resource data compilation, information dissemination, 
coordination with federal, state and local agencies, analysis and 
resolution of institutional impediments, and resource planning 
assitance for local governments. 


7. Biomass and Waste Heat Utilization 


The Oregon Department of Energy has also been working closely with 
industry for the use of biomass and wood wastes in the Pacific 
Northwest. For example, the cogeneration potential in the Northwest 
is very high. The Department has been working to identify industries 
which have sufficient waste heat potential available to establish 
district heating projects or cogeneration projects. At least one 
Oregon city has undertaken a feasibilty study, federally funded, for 
a district heating system. The forest products industry's interest 
im cogeneration is very large. One application, the site of a 38 MW 
cogeneration facility, is now pending before the State Energy 
Facility Siting Council. Applications for two additional facilities 
of 24 and 50 MW are likely to be filed within the next year. 


At the same time, the staff of the Department is working with the | 
Public Utility Commission to establish incentives for cogeneration in 
utility rates and to provide wheeling for cogenerated power in order 
to provide the financial and institutional incentives needed to make — 
these projects commercially feasible. ner: 


Sy Hydro Planning Group 


The Hydro Planning Group is a program consisting of the Oregon — 
Department of Energy and representatives from eight other State — 
natural resource agencies. The Hydro Planning Group has evaluated 

- a1] the potential hydroelectric generation sites provided by the U.S. 
Army Corps of Engineers Nationa} Hydro Power Study and has rated 
these sites as suitable, less suitable or unsuitable for 
hydroelectric development. Based upon the Hydro Planning Groups 
recommendations, expedited siting applications will be entertained 
for those applications deemed Suitable. I have enclosed, for the 
Committee's interest, a copy of the recommendations of the Hydro 
Planning Group. 


9, Solar Energy 


a. Solar Access. The Oregon Department of Energy has initiated a 
major program of technical assistance to encourage cities and 
counties to adopt ordinances to provide and protect solar 
access. Solar access can save 5 to 15 percent of a home's space 
heating energy requirements, reduce conflicts between homeowners 
as the number of solar installations increases, preserve the 
Opportunity for future retrofits, and encourage private 
investments in solar energy by assuring access to sunlight. 


Two Oregon communities have adopted ordinances recognized to be 
among the best in the nation. One, prepared as a model . 
ordinance with a grant from the state, enabled by federal funds, 
deals with the difficult issue of protecting access in existing 
neighborhoods, and promises to be the model for the second 
generation of ordinances across the country. The other deals 
with providing solar access in new developments. The two 
together form a complementary package dealing with all 
Situations. 


In addition to providing other communities in Oregon with these 
models, the Oregon Department of Energy has helped coordinate a 
network of planners and local groups involved in solar access to 
help generate enthusiasm. The Oregon Department of Energy has 
disseminated widely several publications on solar access and 
land use and energy planning, including a few prepared and 
published by HUD. We are also providing technical assistance to 
local planners on ordinances and to developers on covenants and 
€asements. We provide testimony before planning commissions and 
city councils which are considering solar access. 


The Oregon Department of cnergy iS organizing a technical 
workshop on solar access for 300 Planners, attorneys and site 
designers drawing upon regional experts in the field. This 
workshop will be repeated at the Sixth National Passive Solar 
Conference to be held in Portland this fall. 
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At last count, approximately 20 cities in the state are at some 
Stage in the process of adopting solar access Ordinances, 
including the four largest cities--Portland, Salem, Eugene and 
Springfield--and several others in the Portland metropolitan 
area. 


b.” <“Sovar Monitoring and Demonstration Projects. The Oregon 


Department of Energy is administering several grants to monitor 
and demonstrate solar projects in Oregon. The Department's 
contractors are monitoring five passive solar homes and 48 solar 
domestic hot water systems. These projects will provide useful 
‘information on design and installation techniques and system 
Characteristics appropriate to Oregon's climate for consumers, 
architects, builders, installers and others. 


The state is also administering a grant with advisory assistance 
from several utilities to demonstrate a photovoltaic array on a 
residence in western Oregon. This project will provide 
information on the performance of photovoltaics in Oregon and 
how they interface with Oregon's utility loads. This 
information will enable the utilities, state agencies and others 
to move in advance to address technical and institutional 
problems and plan for the implementation of Photovoltaics when 
they become economically competitive. 


These projects are supported in part by federal funds for solar 
commercialization. 


Cc. Western SUN. One of four Regional Solar Energy Centers funded 
by the U.S. Department of Energy, the Western Solar Utilization 
Network (Western SUN) -was created by Executive Order of each of 
the governors of 13 western states in 1978 as an instrumentality 
of those states. 


Western SUN's programs in Oregon are operated by the Oregon 
Department of Energy. The initial program emphasis is on 
increasing the availability of local solar expertise. Through 
training and assistance to community and professional groups, 
the state is establishing a firm base upon which to develop 
further use of solar energy. 


Oregon's program Strength stems from the active, statewide 
network of volunteers and Oregon's solar professionals. The 
State Western SUN program has helped organize new volunteer 
groups to provide solar information and a focus for solar 
activities in areas in which such Organizaton previously has 
been lacking. Local contacts are being trained in the 
construction and installation of solar greenhouses and domestic 
hot water systems. Once trained, these contacts will receive 
Support for the development of similar training programs in 
their local areas. Solar professionals, builders, designers, 
engineers, architects and dealers in 13 communities around the 
State will host community workshops on conservation, solar, wind 
and biomass. 
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d. . Other Solar Activities. The Oregon Department of Energy is 
entering into its computer system data on solar energy systems 
in Oregon compiled by local groups and tax credit applications. 
This capability is already proving useful in referencing homes 
for solar tours and other educational activities by local 
groups, and in referencing systems as. consumer protection 
problems arise. 


The Department is working with the Oregon Department of Commerce 
to develop codes for solar products and installation. We have 
been actively involved with the interstate Solar Coordinating 
Council, and the Department of Commerce with the National 
Conference of States on Building Codes and Standards. 


10. Institutional Issues 


Perhaps the greatest barriers to renewable resource development are 
federal and state regulatory or other institutional barriers, which 
either exist or require adjustment to accommodate new techni logical 
options. For example, the Oregon Department of Energy and the State 
Department of Commerce are reviewing building codes and code | 
enforcement issues which inhibit wind and solar projects. The 
Department of Energy is also working with the Department of Lana 
Conservation & Development, the State's land planning body, as well 

as local planning agencies to assure that resource potential, 
particularly solar and wind, are protected in local land use Planning. 


The Department, the Division of State Lands and federal land 
Management agencies are exploring ways to expidite wind and 
geothermal development on State and federa} lands. Access to areas 
of geothermal potential, expecially those controlled by the U.S. 
Forest Service is of critical importance to effective resource 
development. 
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III]. THE IMPORTANCE OF STATE ADMINISTERED 
FEDERAL ENERGY PROGRAMS NATIONWIDE 


Oregon has been frequently cited by many studies as having one of the 
best conservation programs in the country. There has been a unique set 
of circumstances which has contributed to this. In part it has been the 
commitment of Oregon's legislature and people to combine their own funds 
with federal support. In addition, the state and the region has been 
very energy conscious as a result of two drought years that have occurred 
within this past decade, one of which coincided with the 1973-74 oi] 
embargo. 


Oregonians have been especially concerned about electrical shortages. 
Oregon's demand for energy, excluding the transportation sector, for 
example, is projected to grow by 58 percent between now and the year 
2000. Over half of that increase will be in the electrical sector 
alone. Electric resistance heating is widespread in the Pacific 


Northwest. It is probably the only region in the country that does not 


rely significantly on oil-fired plants for electric generation because of - 
the hydroelectric systems. 


While the programs that work in Oregon may require modification in other 
regions of the country, all states have in common the need to use all 
forms of energy efficiently. An energy block grant bill or a bill such 
as last year's Senate version of the Energy Management Partnership Act 
would provide the states with sufficient flexibility to meet energy 
Savings and renewable resource goals based upon the problems unique to 
their own area. For example, the most immediate concern in the Pacific 
Northwest is the electric sector. Those priorities are different in New 
England where oi] plays a much more dominant role on heating and in 
electric generation. Similarly, the type of indigenous energy resources 
will vary from state to state. Oregon has virtually no deposits of coal 
or oi] , limited supplies of natural gas, some uranium and substantial 
renewable resources: Other states have a different mix of resources. 
What is important is that the states be given the means to achieve 
national goals to maximize energy efficiency and reduce dependence on 
foreign energy sources through energy conservation and renewable resource 
development. 


Similarly, while Oregon provides more state funding proportionately than 
most states, all states have made a substantial commitment to energy 
conservation. This effort was begun in part as a result of the federal 
legislation that was introduced beginning in 1975. For example, in seven 
States energy funding is provided 50 percent or more through state 

funds. Another nine states provide 20 to 50 percent state funding. All 
States have established energy offices to implement federal programs. 


At the same time, federal government has instituted, through the states 
and imposed on the states, numerous requirements and responsibilities for 
energy conservation. This is logical recognizing that the states 
ultimately are going to be the ones responsible and best adle to cope 
with disruptions that occur within those states. 


- 


appropriate for the federal government to assist the states in 
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For example, when the gasoline Shortage and allocation programs were 
established it was the states that administered those programs. It was 
the states that received the complaints for lack of service and it was 
the states that had to deal with the any shortages. Consequently, This 
accomplishing these federal goals both financially and by creating the — 
national framework needed for a coherent state response. se TT 


However, it is also important to keep in mind that the federal # 
government, through various statutes, has imposed a substantial numer of 
requirements on the states for which funding simply has not been hens 
provided. For example, the authorization levels of such programs as the 
Energy Conservation and Production Act, the Schools and Hospitals 
Weatherization Program and the Energy Policy Conservation Act have been 
far less than the authorized levels, in some cases less than 50 percent. 


In addition, Congress has imposed new responsibilities on the states 
without increasing the funding. This has especially happened recently 
with requirements of the Emergency Energy Conservation Act related to 
gasoline conservation. For example, the National Governor's Association 
has estimated that expanded federal requifements under such programs as 
the Residential Conservation Program, Building Energy Performance 
Standards, Institutional Building Grants Program, Emergency Temperature 
Restriction Program and others that are listed in the attached chart 
would impose requirements totalling $346 million for the states to 
administer adequately, for which approximately $70 million was actually 
appropriated. 


If the federal government is serious about energy conservation, then it 
should approach the funding levels in a reasoned and realistic fashion. 
It should expect the states to do so as well in a growing partnership 
within which the states can, over time, assume a larger share of the 
responsibility and funding. 


It is also important to keep in mind what energy conservation will 
accomplish. While the savings from energy conservation through increased 
efficiency can be substantial, realistically the nation cannot live on 
energy conservation alone. It needs other energy resources. In recent 
years we have relied on fossil and nuclear fuels which have become 
increasingly costly and in some cases uncertain gor long range supply. 
Given these uncertainties, it is important that renewable resources also 
be developed in order to provide this nation with as wide a variety of 
energy resources as possible. 


The new Administration's initial Proposal recommended substantial 
reductions in renewable resource commercialization activities, while 
continuing funding for federal research and development. Federal 
research and development is important and should be continued. At the 
same time it is important to make a link between federal research ana 
development that does take place and commercial activities that build 
upon and take advantage of that federal research. 
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Product commercialization is often the riskiest part of a process, both 
in terms of products and in terms of energy forms. Consequently, federal 
and state assistance may be more critical there than at any other stage. 
Moreover, some of the renewable resource technologies that are . 
competitive commercially face institutional barriers such as zoning and 
land use restrictions. These resources are not large-scale centralized 
technologies but involve individual actions by consumers, commerce and 
industry to use solar and wind devices, rely upon geothermal heating — 
districts, or to use a number of small diverse sources of generating 
electricity. 


The widescale use of such decentralized resources may involve some 
rethinking and reorganizing of our electric utility delivery systems but 
this can be done. Our own utilities in the Pacific Northwest and the 
west generally have moved quickly to incorporate renewable resources as 
part of their full mechanism of energy systems. 


However, because the widescale use of renewable resources involves, as 
conservation does, the diverse decision making process by many 
individuals, accurate information and, at times, incentives are essential 
and this is where the state can play such‘a crucial role. For example, 
the Oregon Department of Energy receives approximately 150 calls every 
day from the public asking about renewable resource programs and how 
renewable resources can be used. That is an average Of over 3300 calls a 
month -- more calls by way of comparison and more requests for assistance 
than we received for our gasoline allocation program during the worst of 
the gasoline crisis. 


This is the type of interest that the Federal Government cannot directly 
handle and should leave to the states. Nevertheless, it is also the type 
of issue where the state and federal governments have a role to play in 
assuring that the marketplace does work properly and that the best 
information is given to those interested in renewable resources. 


It is also important to put the marketplace issue into perspective. New 
technologies and energy industries have traditionally received 
Substantial incentives from the federal government. This is not 
necessarily inappropriate given the experimental and high risk nature of 
energy technologies. However, it is important that we recognize that 
those incentives exist and impact the operation of the marketplace. For 
example, the Battelle Northwest Laboratory recently quantified the 
incentives that energy industries have received over the years. The 
Study concluded that the oi] industry (principally through the oi] 
depletion allowance) had received over $120 billion in incentives; the 
electric industry over $60 billion; nuclear energy, over $20 billion (not 
including the advantages of the Price Anderson Act); natural gas, $14 
Dillion; coal, $11 billion; and hydrolectric $16 billion. These are 
cumulative totals and, in some cases, stretch over 100 years, but it puts 
into perspective what a new energy form has to work against when it is 
entering the field. If existing energy supplies were assured there would 
be no need for federal or state involvement in the marketplace. However, 
JViven the fact that energy iS so important in terms of national policy, 
the federal and state governments have an obligation to assure that 
energy supplies are developed and utilized that are beyond foreign 
control. That means Providing sufficient incentives to technologies that 
appear to be workable, i.e., that can work provided they are given access 
to the marketplace. 
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In that context I would like to address for a moment the proposed federal 
budget for fiscal year 1982 recommended by the new administration. The 
Administration recommends reduction of approximately 25 percent compared 
to the budget for fiscal 1982 proposed by President Carter. (The budget 
Proposed by the administration results in an Slight increase over fiscal 
year 1981 proposed by President Carter.) In either event, an examination 
of the chart that is attached to my testimony indicates that the 
reductions in fiscal year '82 proposed by the President compared both to 
Carter fiscal year '81 and Carter fiscal year ‘82 fall disproportionately 
in certain areas. For example, defense activities are up 36 percent; 
strategic petroleum reserve up 15 percent; general sciences up 13 
percent; nuclear fision up 19 percent, and magnetic fusion up 16 percent 
compared to fiscal year '81 levels. However, energy conservation 
technology programs are being reduced 70 percent; state energy 
conservation grants are being abolished; schools and hospitals programs 
are being reduced 41 percent; solar research and development is reduced 
by 65 percent; geothermal research and development is reduced by 75 
percent. More balanced modifications can be made in the budget which do 
not result in any energy resource being retarded in its utilization, 
while the overall ceiling for reduced federal spending can still be met. 
In particular, reductions can be made in the nuclear budget in some of 
the more remote technologies while still maintaining the current industry 
and giving the Support that is needed to continued commercial nuclear 
development. 


a2. 
IV. LOCAL GOVERNMENTS . 22290 AGAT MESS 
: is3324p' ODA 
One of the issues that arose in the consideration of the Energycoud 387 oF 


‘Management Partnership Act last year was the role of local governments in 
the conservation effort. It is vital that local governments play a = 
meaningful role and receive meaningful support in the federal-state “°° 
partnership for energy conservation and renewable resource development. = 
The local governments as instrumentalities of the states have an) 9 18 
essential role to play in carrying out state policy. At the same time, 
it must be recognized that cities of varying size have. different needs. 
In the case of larger cities, greater responsibilities and independence 
should be given provided a minimum degree of coordination with the state 
energy office is provided. The role of local governments must be more - | 
than lip service. They should be made a full partner in the = tae 
federal-state action. I think that the Senate version of the Energy aa 
Management Partnership Act last year was a good approach. Seale: 
Working from that legislation, representatives of state and loca)’ | #23" oe 
governments met in January of this year and agreed conceptually on an: 7 ™ 
approach whereby federal dollars for local conservation would be — 
channeled through the states along with other state energy funding. Wie 
State would be required to pass a certain percentage of those funds = 
through to the local governments, with larger cities and counties 

receiving entitlements while smaller communities would offer bids for a 
separate portion of funding. This approach recognizes that the larger 
cities and counties have unique needs within the context of overall state 
and federal energy policy and that they should be provided the 

opportunity to initiate their own solutions to their own needs. At the | 
same time it assures that legitimate state energy policy concerns are 
satisfied. . 


Let me speak for a moment about our Own situation. In Oregon we have one 
city in particular that has received national recognition for its energy 
conservation policies--the city of Portland. Portland contains almost 
half the state's population. It has its Own energy office and has 
established its own financing mechanism for energy conservation for its 
residents. The Oregon Department of Energy has worked closely with the 
City of Portland, providing technical assistance where needed, seeking 
legislation that would facilitate the city's programs, and in developing 
Statewide programs that best complement rather than excessively duplicate 
what the city is doing. On the other hand, the city, unlike smaller 
localities, has had the ability to address the federal government 
directly, receiving a grant from the Department of Housing and Urban 
Development for $3 million this fiscal year to establish a subsidized 
financing program for energy conservation. Under that program, interest 
rates as low as 8 percent can be charged to residents in the City of 
Portland who wish to weatherize their homes. This program will expire in 
November and Governor Atiyeh has introduced legislation to provide state ’ 
Subsidized 65 percent loans to allow Portland's efforts to continue. 


In contrast to Portland where Our assistance has been primarily technical 
or political, our role with other cities has been more direct. For 
example, I discussed earlier how the state had given out $200,000, nearly 
one-third of our federal funding in fiscal year 1980, to local 
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governments for conservation efforts. Programs funded included mass 
transit planning, development of solar ordinances, recycling efforts, 
citizen outreach and many others. In particular, the Department has 
emphasized technical assistance for local energy-related ordinances. Two 
Oregon communities--Woodburn and Ashland--have recently adopted solar 
access ordinances and 10 to 20 others are seriously exploring the 
possibility. We have also held workshops for energy conservation and 
renewable resource information for the key decision makers of local 
governments. 


In Oregon, I think our relationship with our local governments has worked 
well, but this has taken time and it has taken effort. We and the cities 
in Oregon have made that relationship a top priority. Judging from the 
concern that was raised last year by some local and state governments 
about various versions of the Energy Management Partnership Act that were 
Proposed, not all states have had the same experience. However, that is 
something that can best be worked out through the approach suggested by 
the state and local representatives that I referred to earlier. 
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pate senes 8: Monpay, May 4, 1981. 
____-' TESTIMONY OF MEMBERS OF CONGRESS 
ind ad a, eee : Op G R -—-+- 


Mr. Yates. We are indeed fortunate this morning to have the 
pleasure of the company and the testimony of our old colleague, 
Congressman Fred Richmond of New York. 

Congressman, it is a delight to welcome you to our committee. 
Your statement may be made a part of the record. The committee 
has noted with appreciation your outstanding support of the arts 
for a long time. I am sure your testimony will be very helpful. 
_ You may proceed. 


_ NATIONAL ENDOWMENT FOR THE ARTS/HUMANITIES 


WITNESSES 


HON. FRED RICHMOND, A REPRESENTATIVE IN CONGRESS FROM THE 
STATE OF NEW YORK 

HON. TED WEISS, A REPRESENTATIVE IN CONGRESS FROM THE STATE 

_ OF NEW YORK 

HON. THOMAS B. EVANS, JR., A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF DELAWARE 


TESTIMONY OF Mr. RICHMOND 


Mr. RicHMonpb. Mr. Chairman, you yourself could have written 
my testimony much better than I. 

Mr. Yates. I doubt that. Your eloquence is well known, Congress- 
man. 

Mr. RicHMonpD. Mr. Chairman, nowhere near your eloquence. 

Mr. YATES. Would you like to get on with your testimony? 

Mr. RicHMonp. Let me briefly summarize in about two minutes, 
if I may. 

Mr. YarEs. Fine. 
_ Mr. RicumMonp. As you know, when we heard about these pro- 

posed administration cuts—and many of us still believe they were 
made by David Stockman without really the enthusiastic support 
of the President—we decided the only thing to do to help you— 
because, after all, you are the leader in this—— 

Mr. YarTEs. It is our committee. 

Mr. RicHMoND. You are the leader in this whole problem of how 
to keep the arts alive in the United States. We thought we could 
help you by organizing a congressional arts caucus. We sent out 
one Dear Colleague letter. On the basis of that letter, we got 
almost 100 members. We sent out a couple more since then. We are 
now up to 138 members representing 35 states. 

We have an office over in House Annex No. 2 and members are 
enthusiastically supporting our small staff. We have a weekly 
newsletter program, and plan to do a fund-raiser in the fall. 

We sent out 30,000 letters to arts organizations around the 
United States telling them if they were interested in commenting 
on the proposed arts cuts they should get in touch with their 
congressmen. 

In no way do we tell anyone what to do. We are strictly an 
educational organization. The United States spends 70 cents per 
capita on the arts, whereas England spends $3.60, Denmark $28.44, 
and Austria $100 per capita. 
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As a result, of course, Vienna is one of the great tourist capitals | 
of the world. Why else would anyone go to Vienna except to have 
the opportunity to see the fabulous museums during the day which © 
are in mint condition and go to a performance of a symphony 
orchestra or an opera in the evening. uM 

Mr. Yates. Right. The arts offer more than the great spiritual 
qualities that have contributed to the advancement of mankind 
over the centuries. Stat 

Mr. Stockman indicates that this is among his low priorities. He 
emphasizes other kinds of economics. “JO BSE 

You are from the City of New York. Isn’t it true that a great 
contribution is made by all the arts to the well-being, economic and 
otherwise, of the City of New York? hat 

Mr. RicHmMonp. Mr. Chairman, if it were not for the arts, New 
York City would have gone bankrupt two or three years ago when 
Congress so valiantly bailed us out. 

It is only the arts that has kept New York City thriving as it 
has. 

Last year the gross national product of the arts, in New York 
City, came to $5.2 billion. Without that $5.2 billion, we would have 
no building going on in New York City. We would no longer be the 
communications and entertainment center of the world. 

Mr. Yates. In fact—— 

Mr. RicumMonp. Why else would someone go to New York? You 
don’t have to go to New York to go to Neiman-Marcus or Bonwit 
Teller. 

Mr. Yates. New York is still the cultural capital of the world. 

Mr. RICHMOND. Yes. . 

Mr. YaTEs. That is true, in great measure, in the other urban 
centers in the country. It is true in Chicago. I am sure it is true in 
Los Angeles, Philadelphia, Boston. 

What has been happening, according to testimony before our 
committee, is that the arts are now going to go into the rural areas 
as well. 

One of the fine witnesses that we had was Mr. Richardson of 
Nebraska, who told us about what was happening to the small 
town of Dunning, Nebraska, a town of 800 people as a result of the 
arts having come in there. 

I hope you saw the program on CBS on Sunday morning when 
Eudora Welty pointed out what the arts were doing for Jackson, 
Mississippi and other small communities. I was recently in Savan- 
nah and Charleston and noted what was happening to the cultural 
standards; the cultural—I don’t want to use the word boom; but the 
uplifting of the feelings of the communities there as a result of the 
stimulus given by the arts. 

Mr. RicHMonpD. Charleston, as you know, has come alive because 
of the Spoleto Festival and become a world renowned center. 

Let’s take a little town like Binghamton, New York, a factory 
town with about 50,000 people. It had a citizen some years ago 
named Rosina Levine. She served with me on the New York State 
Council of the Arts for many years. Her great aim was to build an 
art center in Binghamton. 

She built it. It is functioning although she has passed away. We 
figure for every dollar the National Endowment for the Arts gives 
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to that arts center, they will put on a series of dances, plays, and 
symphonies. They will apply for $5,000 to the NEA. They will raise 
_ another, $20,000, so they have $25,000 with which to put on their 

performances. That $25,000 we know for a fact generates $125,000 
in gross revenues in the City of Binghamton, which would other- 
wise be closed down tight at night. 

There is no reason anyone would go to Binghamton after six 
o'clock at night. The arts keep the restaurants alive and the 
department stores open at night. In every little way that marvel- 
ous cultural center has become the heart of Binghamton. 

Mr. Yates. Mr. Stockman says in reply to that, yes, that may be 
true, but why can’t the same kind of impetus be given to the arts 
without federal participation? Won’t the private sector, knowing 
that the federal support has been eliminated, won’t the private 
sector step in and make up the difference? 

Mr. RicHMonp. As you know, Mr. Chairman, we have contacted 
the private center and gotten their answer. American Telephone & 
Telegraph, Exxon, Mobil, Texaco, Arco: They said absolutely no. 
They said, “We cannot afford it. We are already giving the most we 
possibly can give.” 

“Remember, we have stockholders to worry about. We are doing 
the best we can. We cannot fill this void that the Federal govern- 
ment is proposing.” 

Mr. Chairman, just one item with which you are very familiar. 
The King Tut exhibit. Wouldn’t you say that has probably been the 
most exciting physical exhibit in the United States in recent years? 

Mr. Yates. I would say it is one of them, certainly. 

Mr. RicomMonp. I was always under the impression that the 
Egyptian government gave it to us. Only after I had lunch with Joe 
Duffey sometime ago did I learn that he sent two researchers to 
Cairo. They looked over the collection and realized there was 
indeed a great collection. 

Joe then proceeded to grant $400,000 to put this exhibit together. 
So, for $400,000 from the National Endowment for the Humanities, 
$100 million was raised in gross revenues in the United States. 

Mr. Yates. Millions of people saw it. It was the single most 
magnetic exhibit I believe of any of the exhibits that we have seen 
over the last few years in attracting people. 

Mr. RicHMonpD. In your city people started lining up at five 
o'clock in the morning. Many other cities were able to rebuild their 
museums. It generated $100 million of revenues and showed people 
all that incredible beauty they otherwise wouldn’t have seen. That 
is all because of the NEH’s $400,000 grant. 

This has been repeated over and over again. Maybe not to the 
extent of the King Tut exhibit, but in many other ways. 

Therefore, we urge you, Mr. Chairman, to fund the arts as much 
as you possibly can. I know we don’t have to proselytize with you. 
You feel the same way we do. 

Thank you for allowing me to come before you. 

Mr. Yates. Thank you for coming before us. Your testimony will 
be very helpful. 

[The statement of Hon. Fred Richmond follows:] 
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Mr, Cnt nana HEMBERS OF THE Sioctinli nee I vou eee Fe 


YOU FOR THIS OPPORTUNITY To TESTIFY ON AN ISSUE THAT HAS F 


bee 
’ CONSIDERABLE ATTENTION OVER THE PAST FEW MONTHS, ‘199 otevine 
As CHAIRMAN OF THE CONGRESSIONAL Arts Caucus, | T AM PLEASE 


‘he Diag 
TO HAVE THE OPPORTUNITY TO DISCUSS THE ADMINISTRATION’ SF — 
BUDGET CUTS AS THEY AFFECT THE ARTS. THE CONGRESSIONAL f 
CAUCUS PRESENTLY HAS 138 MempeRs REPRESENTING 35 DIFFERENT. sta 
AND FIVE TERRITORIES, 


THE MEMBERS OF THE CAUCUS ARE core 
SUPPORTING THE ARTS, 


eas 

EVER SINCE PRESIDENT REAGAN ANNOUNCED HIS BUDGET CUTS. Fos ee 
FEDERAL ARTS AGENCIES IN FEBRUARY, WE HAVE ALL RECEIVED AIL, 
PHONE CALLS AND PERSONAL VISITS FROM PEOPLE SUPPORTING THESE CUTS 
AND THOSE OPPOSED TO THESE CUTS, 3. he 

PERSONALLY, ! HAVE WEIGHED THESE ISSUES CAREFULLY HOPING THAT 
I COULD UNDERSTAND THE PRESIDENT’ 
POSALS, 


ee 
T S REASONING AND SUPPORT HIS PRO- 


“— 


Innes 


UNFORTUNATELY, THE MORE | UNDERSTAND THE THEORIES BEHIND THESE 


CUTS, THE LESS SENSE THE cUTS MAKE AND THE MORE CONVINCED | BECOME , 


THAT THE CONGRESS MUST Do EVERYTHING POSSIBLE TO STOP A POTENTIAL 
TRAGEDY IN AMERICA, 


OF OUR CouUNTRY, 


Tam SPEAKING ABOUT THE CULTURAL WELL-BEING 
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LET US FORGET FOR A MOMENT THAT THE UNITED STATES GOVERNMENT 
SUPPORTS ITS ARTS ORGANIZATIONS, INSTITUTIONS AND INDIVIDUALS 
AT A FRACTION OF THE LEVELS COMMITTED BY OTHER WESTERN SOCIETIES, 
Our 70¢ PER CAPITA SPENDING ON THE ARTS 1S GROSSLY OVERSHADOWED 
28 ENGLAND’s $3,60, Canapa’s $6.40, Denmark's $2844, 

AND Austria’s $100, To NAME BUT A FEW, 

LET US FORGET FOR A MOMENT THAT THE NUMBER OF ARTS ORGANIZA- 
TIONS THROUGHOUT THE UNITED STATES HAS GROWN MORE THAN TEN-FOLD 
SINCE 1965 WHEN THE NATIONAL ENDOWMENT FOR THE ARTS BECAME A FEDE- 
RAL AGENCY, 

LET US FORGET FOR A MOMENT THAT MORE THAN 50 MILLION AMERICANS 
ARE NOW PARTICIPATING IN VISUAL ARTS PROGRAMS, THEATRES, SYMPHONIES 
AND OTHER ARTS ACTIVITIES, 

LET US FORGET FOR A MOMENT THAT BUSINESSES HAVE INCREASED 
THEIR SUPPORT FOR THE ARTS FROM $22 MILLION IN 1965 To $436 MILLION 
IN 1980 THANKS TO THE INCENTIVE OF FUNDING FRON HEA, 

LET US FORGET FOR A MOMENT THAT PRIVATE PHILANTHROPY FOR THE 
ARTS HAS RISEN FROM $199 mittion IN 1965 To over $2.1 BILLION IN 
1980, AGAIN THANKS 10 THE INCENTIVE OF GRANTS FROM THE NATIONAL En- 
DOWMENT FOR THE ArTS, 

LET US FORGET FOR A MOMENT THAT DESPITE DECREASING ENROLLMENTS 
IN OUR INSTITUTIONS OF HIGHER EDUCATION, THE NUMBER OF ARTS 
GRADUATES CONTINUES TO INCREASE, 
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LET US FORGET FOR A MOMENT THAT THE ARTS ARE NO LONGER. CONFINED 
TO "THEIR OWN FOUR WALLS,” BUT ARE NOW ALIVE AND WELL IN OUR SCHOOLS, 
OUR SHOPPING CENTERS, ON STREET CORNERS, IN PARKS, HOSPITALS, SENIOR 
CITIZEN CENTERS AND EVEN IN OUR PRISONS, % 

LET US FORGET FOR A MOMENT THAT THANKS TO THE NATIONAL Enpow- 
MENT FOR THE ARTS OUR MOST PRESTIGIOUS ARTS ORGANIZATIONS HAVE 
_ TOURED TO EVERY STATE BRINGING THE FINEST QUALITY ART, THEATRE, 
DANCE, SYMPHONIC MUSIC AND OPERA TO AMERICANS WHO WOULD NOT HAVE HAD 
THE OPPORTUNITY TO PARTICIPATE IN THE ARTS ANY OTHER WAY, 

LET US FORGET FOR A MOMENT THAT BECAUSE oF THESE NATIONAL TOURS 
SMALLER COMMUNITIES HAVE STARTED THEIR OWN ARTS ORGANIZATIONS, 
Our NATION NOW HAS THOUSANDS OF ARTS CENTERS, OVER 1800 symPHony 
ORCHESTRAS AND OVER 35,000 COMMUNITY THEATRES, = 

LET US FORGET FOR A MOMENT THAT THE ARTS HAVE BEEN THE SINGLE 
MOST IMPORTANT FACTOR IN URBAN REDEVELOPMENT, AS THEATRES AND. 
MUSEUMS OPEN, PEOPLE ARE ATTRACTED INTO DOWNTOWN LOCATIONS TO VISIT 
THOSE CENTERS, THIS ACTIVITY MEANS THAT RESTAURANTS, SHOPS AND 
SUPPORT SERVICES FOR THOSE ARTS ORGANIZATIONS OPEN UP IN THOSE AREAS 
AS WELL, 


LET US FORGET FOR A MOMENT THAT BECAUSE OF THIS INCREASED 
DOWNTOWN ACTIVITY THE CRIME RATES HAVE DROPPED SUBSTANTIALLY IN 
THOSE AREAS, 


> wets 
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LET US FORGET FOR A MOMENT THAT STATE LEGISLATURES HAVE REA- 
LIZED THE IMPORTANCE OF" THE ARTS AND HAVE CREATED STATE ARTS 
AGENCIES IN EVERY STATE OF THE UNION PLUS SIX TERRITORIES, 

LET US FORGET FOR A MOMENT THAT THESE STATE LEGISLATURES HAVE 
FOLLOWED THE FEDERAL GOVERNMENT'S LEAD AND APPROPRIATED MORE AND 
MORE STATE TAX MONEY TO SUPPORT THE ARTS IN THEIR OWN STATES, 

LET US PUT ASIDE ALL THESE OBVIOUS BENEFITS OF FEDERAL FUNDING 
FOR THE ARTS, AND CONCENTRATE ON THE HARD ECONOMIC FACTS OF INVEST- 
MENT AND RETURN ON INVESTMENT, 

] LEARNED THESE FACTS FIRST HAND AS A MEMBER OF 
THE New York State CouncIL ON THE ARTS FOR ELEVEN YEARS, 
WHERE IT WAS MY PRIVILEGE TO CHAIR THE FINANCE COMMITTEE 
AND ADMINISTER OVER $20 MILLION ANNUALLY To NEW YorK's ARTS OGANI- 
ZATIONS, INSTITUTIONS AND INDIVIDUALS, DURING THAT ELEVEN YEAR 
TENURE, I SAW JUST HOW VITAL THE ARTS CAN BE IN THE DAILY LIVES 
OF MANY OF OUR CITIZENS, 

MORE RECENTLY | HAVE SEEN OTHER CONCRETE EXAMPLES, FOR IN- 
STANCE, THE NATIONAL ENDOWMENT FOR THE HUMANITIES SPENT $400,000 
BRINGING THE “KING TuT” EXHIBIT TO THIS COUNTRY, THAT INVESTMENT 
YIELDED OVER $100 MILLION IN PRIVATE SPENDING ASSOCIATED WITH THAT 
EXHIBIT ALONE, MR, CHAIRMAN, IN YOUR City, CHicaco, YouR CONSTI- 
TUENTS AND OTHERS LIVING THROUGHOUT THE MIDWEST STARTED LINING UP 
AT 5 A.M, JUST TO SEE THAT SHOW, THE SAME EXCITMENT WAS TRUE IN 
EVERY CITY IN WHICH “KING TUT” APPEARED, 


: THE SIMPLE FACT iS THAT FOR EVERY DOLLAR THE 


GOVERNMENT SPENDS ON THE ARTS, AT LEAST $5 IN 
PRIVATE CONTRIBUTIONS ARE GENERATED LOCALLY, 


76-703 0 - 81 - 42 (6b) 
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A LAST YEAR THE GROSS NATIONAL PRODUCT FOR THE 
ARTS IN NEw York CITY ALONE WAS $5,2 BILLION, 


THE hd ARE THE SECOND LARGEST INDUSTRY IN 
New YorK STATE AND MASSACHUSETTS, THE ONLY 
STATES WHERE THESE STUDIES HAVE BEEN DONE, 

. IN CALIFORNIA, PRESIDENT REAGAN'S HOME STATE, 
A RECENT STUDY SHOWS THAT EOR EMERY STATE TAX 
DOLLAR SPENT ON THE ARTS, $2.80 COMES BACK. TO 


THE STATE TREASURY IN THE FORM OF TAXES, IN 
pSFEGT THE STATE SPENDS A DOLLAR AND GETS BACK 


THE SAME JS OBVIOUSLY TRUE AT THE FEDERAL LEVEL, BY GIVING 

. FEDERAL GRANTS TO ARTS ORGANIZATIONS WE GENERATE AT LEAST $5 LOCAL- 
LY, AND BETWEEN THE INCOME TAXES, SALES TAXES AND EXCISE TAXES WE 
‘SURELY GET BACK MORE THAN WE SPEND, 

MR. CHAIRMAN, THERE MAY BE FEDERAL AGENCIES THAT HAVE OUT- 
LIVED THEIR USEFULNESS OR WASTE MORE MONEY THAN THEY SPEND, BUT 
THE NATIONAL ENDOWMENT FOR THE ARTS, THE NATIONAL ENDOWMENT FOR 
THE HUMANITIES, AND THE INSTITUTE FOR MUSEUM SERVICES ARE SURELY 
NOT AMONG THESE, 

PRESIDENT REAGAN HAS STATED THAT CORPORATIONS WILL PICK UP 
THE DIFFERENCE BETWEEN THE PRESENT FEDERAL APPROPRIATIONS AND HIS 
FUNDING LEVELS. BUT CORPORATE EXECUTIVES HAVE INFORMED ME TIME AND 
TIME AGAIN, THAT THEY WILL BE UNABLE TO MEET THE FINANCIAL DEMANDS 
PLACED UPON THEM BY THE ADMINISTRATION, OUR INDUSTRIES NEED TIME 
AND MONEY TO RE-TOOL AND REBUILD, THEIR FINANCIAL COMMITMENTS WILL 
FOCUS ON THEMSELVES FIRST, IT COULD BE SEVERAL YEARS BEFORE CORPORA- 
TIONS ARE ABLE TO INCREASE THEIR FINANCIAL COMMITMENT TO CULTURAL 
ORGANIZATIONS, 

THE AMERICAN PEOPLE HAVE PROVEN THAT THEY BELIEVE THE ARTS ARE 
NECESSARY AND VITAL TO THEIR LIVES, THREE NATIONAL POLLS TELL US 
THAT OVER 50% OF THE TAXPAYERS WOULD BE WILLING TO PAY AN ADDITIONAL 
$15 IN FEDERAL TAXES IF THE MONEY WAS SPENT ON THE ARTS, 
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My BILL, H.R. 1042 wouLD ALLOW INDIVIDUAL TAXPAYERS TO CONTRIBUTE 
PART OF THEIR TAX REFUNDS TO THE ARTS IN THEIR OWN COMMUNITIES, 

IF THE ARTS ARE SO IMPORTANT TO THE AMERICAN PEOPLE THAT THEY 
WOULD MAKE SUCH CONTRIBUTIONS, THEN WE, THE REPRESENTATIVES OF THE 
PEOPLE, SHOULD BE RESPONSIVE AND RESPONSIBLE BY APPROPRIATING 
MORE MONEY, NOT LESS, TO THOSE FEDERAL AGENCIES THAT PROVIDE THE 
. BASE AND INCENTIVE TO ARTS PROGRAMS THROUGHOUT THE UNITED STATES, 

MR. CHAIRMAN, MEMBERS OF THE SUBCOMMITTEE, | URGE YoU To 
WEIGH THESE JSSUES CAREFULLY AND RECOMMEND INCREASED FUNDING FOR 
ALL OUR FEDERAL ARTS AGENCIES, 

THANK YOU, 
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TESTIMONY OF MR. WEISS 


Mr. YATES. Congressman Weiss, we missed you last night. 

Mr. RICHMOND. He was with me. 

Mr. Weiss. Thank you, Mr. Chairman. 

There is discussion about joining some of the Brooklyn and Man- 
hattan Districts together, so both Mr. Richmond and I have to be 
present to protect our interests. 

Mr. Yates. Your statement may be made part of the record. 

Mr. Weiss. Thank you, Mr. Chairman. 

Mr. YATES. You are appearing in support of a reasonable appro- 
priation for the National Endowment for the Arts and Humanities, 
I take it? 

Mr. Weiss. A reasonable, hopefully near adequate. I know- we 
can’t—— 

Mr. Yates. We hope it will be adequate. 

Mr. Weiss. Let me first of all express my appreciation to you for 
allowing me the time to testify this morning and to tell you that — 
you have been an inspiration, not just to those of us in Congress 
who look to your leadership in the field of the arts and humanities, 
but in the entire arts and humanities community. 

Unfortunately for reasons beyond our control of the giants in the 
Congress who provided leadership in -these fields, you are the only 
remaining one at this point. So you bear an even heavier burden at 
this point than you had previously. 

Again, I don’t think I need to belabor you. You have been agoniz- 
ing through the recommendations—ill-thought-out as they may 
be—that the Reagan Administration has been submitting to us. 

The thing that is so incomprehensible to me is the way that the 
endowments have been providing seed money, you would have 
thought would have been a classic program which this Administra- 
tion would have developed on its own had it not been in existence. 

The suggestion, as is made in the original recommendation that 
Mr. Stockman put forward, that in some way the funding from the 
Federal government displaces private and corporate or foundation 
giving, is just absolutely wrong. 

The statistics which you have developed that have come before 
the Subcommittee on Post-Secondary Education that I serve on 
indicate that in the course of the last 15 years or so corporate 
giving has gone up from something like $22 million a year to 
almost a half a billion dollars, and primarily not because the 
corporations were less generous previously or have become more 
generous. 

It is Bactss I think that they don’t really consider themselves as 
having the expertise. They don’t have the confidence to make the 
kind of judgment that only the peer groups that make those deci- 
sions in the endowments have been making. So what they have 
done is to provide the guidance for the corporations. The same 
thing is true in the private sector. 

The amount of giving has gone up to over $2 billion from a very 
small—I think $250, $300 million before the endowments came into 
existence. 

As you have indicated, the burgeoning of artistic activity across 
the country in communities large and small has been nothing short 
of phenomenal. 
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I think that we can expect most of that activity now to come to a 


halt. In my community we have a great many large institutions 
which do fantastic work in all areas. The large museums, large 


symphonies, large ballet companies, large centers for the arts, and 
they will probably survive in any event. They will be hurt, but they 
will survive. 

Mr. Yates. Will the ballet companies survive? 

Mr. Wetss. The large ones I think will probably end up making, 
in one way or the other—— 

_Mr. Yates. I thought ABT almost closed at the time of the strike. 

Was ABT the largest? 

Mr. Weiss. I think the smaller, more experimental organizations 
which have really received a foundation for existence through the 
support of the Arts and Humanities endowments are going to be, I 


think, destroyed. 


In the hearings that we held in New York in the groups that 
have called us to listen to their pleas, repeatedly they told us that, 
in fact, if the support of the Federal government dries up, they will 
be back where they were 15, 20 years ago, with no help at all and 


no chance to survive. The experimental, the community based, the 


Innovative groups, I don’t think they are going to, under any 
circumstances, be able to make up the gap. 

This year for the first time the Endowment for the Arts provided 
funding for the management developmental programs of taking 
organizations which had reached the level of acceptance where 
they needed help in putting themselves on a permanent footing. 

I was at the ceremonies where those first grants were an- 
nounced. 

I think that those will probably have been not only the first, but 
probably the last grants if in fact those cuts go through. I don’t 
really understand the premise on which the Reagan Administra- 
tion is moving. I gather that originally they were going to elimi- 
nate the endowments altogether. 

Mr. Yates. That was my impression. 

Mr. Weiss. Only because of the outcry have they decided to 
compromise and cut the baby only in half. 

I suspect that next year and the year after, when things start 
tightening up again—as you know, they have to come back with 
another $50, $60 million in cuts over the next two years. 

I think they may be taking the elimination on a step by step 
kind of basis. I think what happens this year is critical. 

Mr. Yates. I think the President’s statements have indicated his 
belief at least that the arts can survive and perhaps flourish 
through private donations entirely. Perhaps it is unfair, but I think 
when they draw the conclusion from the statements that the Presi- 
dent made at the White House, it was the night of the Ford’s 
Theater celebration—he pointed out the great progress made by 
the cultural institutions primarily as a result of private contribu- 
tions. 

Mr. Weiss. Yet that totally ignores why the private contribution 
has been coming. That is because of the existence of small amounts 
of money that the government has been feeding in. 

Mr. Yates. Exactly. Your conclusion is supported by the testimo- 
ny the committee has received from two vice presidents of two of 
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the largest corporations in the country, AT&T, Mr. Block the Vice 
President testified, and Mr. Albrecht of the Equitable Life Insur- 
ance Company. : Page: 
They said Federal support was essential in acting as a point, as it 
were, for guidance to the business community of where the arts 
should be supported. goes tts 
The Federal government, they said, does perform a very useful 
service through the endowments. ; ind 
Mr. WeIss. Absolutely so. So I am really here by way of express- 
ing appreciation to you and telling you that whatever you think 
that I can do and people on my committee can do to be supportive 
of your efforts, please call on us. -" 
Mr. YATES. Thank you very much. 
(The statement of Hon. Ted Weiss follows:] 


STATEMENT OF REPRESENTATIVE TED WEISS 


Mr. Chairman, I am pleased to have the opportunity to present testimony before 
you and members of this Subcommittee on the proposed appropriation levels for 
fiscal year 1982 for the National Endowments for the Arts and Humanities and the 
Institute of Museum Services. I commend you for holding such extensive hearings 
on this important issue. 

As I am sure all of us here would agree, this is a critical juncture in the history of 
public support of the arts and humanities. At a,time when most people believed that 
questions of federal funding for cultural activities focused primarily on how much 
money the Congress would provide, we now find that the fundamental question has 
become if the federal government should be supporting the arts at all. Indeed, it has 
been frequently reported that Mr. Stockman wanted to eliminate the Arts and 
Humanities Endowments entirely, and only under significant pressure did he pro- 
pose to provide minimal funding for these agencies. I know, Mr. Chairman, that you 
too have expressed concern over whether the Administration is signaling its inten- 
tion to abolish federal support for the arts and humanities completely over the next 
few years. What is at issue here today is not just next year’s appropriations for the 
Endowments and IMS, but whether this Congress is willing to make a firm commit- 
ment to continuing support for the arts and humanities. 

Just last year the Subcommittee on Post-secondary Education, of which I am a 
member, reauthorized the National Endowments and IMS for five more years. We 
felt that the importance of the agencies to our country and our quality of life 
warranted not only their continued existence, but considerably more money with 
which they could perform their vital mission. Our action was based on testimony 
given before the Subcommittee by hundreds of individuals and organizations, all 
attesting to the enormous contributions made by the Endowments and IMS since 
they were established. In November 1980 the full Congress voted in favor of the five 
year reauthorization and to authorize $175 million for NEA, $170 million for NEH 
and $12.9 million for IMS. 

Today, the Reagan administration is asking this Subcommittee and the Congress 
to appropriate to the arts a mere $88 million, to the humanities $85 million and to 
eliminate all funding for the Institute of Museum Services. In terms of the arts 
alone, this figure is half the amount proposed by President Carter before leaving 
office; $70 million less than the Arts Endowment’s budget for the current year; and 
$17 million less than the $100 million that the President has requested for the 
funding of military bands. 

While it is true that many federal programs are being cut under the Administra- 
tion’s economic proposal, few are being slashed as drastically as the arts with the 
result of such minimal savings. Moreover, this significant policy decision was predi- 
cated on rationales that are totally without foundation. 

In February and March the Subcommittee on Post-secondary Education held 
hearings examining the impact of the proposed budget cuts on the artistic communi- 
ty. At these meetings we heard extensive testimony which contradicted the Presi- 
dent’s justifications for slashing Federal support for the arts, as I know you also 
heard at the public hearings you held last month. Contrary to the Administration’s 
contention that Endowment funding has led to a reduction of private and corporate 
support for the arts, we learned that corporate support has risen from $22 million in 
1967 to $436 million in 1979, an increase of 1,881 percent. Individual contributions 
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have also increased dramatically in the 15 years since the establishment of the .- 
Endowment, up from $226 million to $2.7 billion. 

We heard how funds from the Endowments provide crucial seed money for thou- 
sands of projects. The Administration’s statement that the Endowment’s funding 
policies have promoted “the notion that the Federal Government should be the 
financial patron of first resort ...” is simply not true. On the average, Arts 
Endowment funding comprises only 7 percent of an art institution’s budget. The 
remainder comes from state and city governments and individual, foundation and 
corporate supporters, most of whom are encouraged to contribute because of the 

_ initial support provided by the Federal Government. 

Several of our witnesses, including the Mayor of Richmond, Virginia, spoke of the 
vital role the arts play in revitalizing inner cities and neighborhoods, in generating 
revenues for the local economy, in bringing citizens of communities together. Cer- 
tainly no better evidence of this could be found than in my home of New York City. 
The arts are one of the city’s major industries, generating an estimated $3 to $5 
billion for the city’s economy. Neighborhoods such as Lincoln Center and Soho have 
thrived since the influx of artists and arts events. 1 

Most important, I believe, speaker after speaker disspelled any remaining notions 
that the arts are a low priority for our citizens and are enjoyed only by an elite few. 
The demand for quality cultural events continued to increase: in the 15 years of the 
Endowment’s existence, opera audiences have doubled, concernt audiences have 
tripled, and dance audiences have grown more than seven times. As you heard from 
Lou Harris, his most recent survey on “Americans and the Arts” found that be- 
tween 65 and 70 percent of those surveyed would be willing to pay higher taxes for 
federal funding for the arts. 

As a result of our findings, the Post-secondary Education Subcommittee recom- 
mended to the Budget Committee funding for the Endowments and IMS at the 
current services level. Although the Budget Committee restored only $57 million to 
be divided among the two Endowments and two education agencies, it was at least a 
step in the right direction and certainly an improvement over the action of the 
Senate Budget Committee, which went alont with the 50 percent cut. 

I know, Mr. Chairman, that you and members of your Subcommittee are faced 
with hard choices as you weigh the arts against parks and humanities against 
wildlife preserves. However, your leadership in the arts has been an inspiration for 
all of us in Congress and I know that you will do whatever can be done to restore as 
much money as possible for the Endowments and IMS. Your refusal to rescind fiscal 
year 1981 appropriations for the Institute of Museum Services is but one example of 
your continued dedication to the arts and humanities. I will proudly continue to 
work with you to support the highest level of funding for the National Endowments 
for the Arts and Humanities and the Institute of Museum Services. 

Thank you. 


Mr. Weiss. The hearings you held last month were just phenom- 
enal. I still keep getting reverberations from them. 

Mr. Yates. Thank you, Mr. Weiss. I appreciate it. 

Mr. Wess. Thank you so much. 

Mr. Yates. Mr. Evans, we are delighted to see you. 

We are very pleased to have you today. Your statement and your 
letter dated May 5, 1981 will be made a part of the record. We 
appreciate your coming in to give us the valuable benefit of your 
views. 

I know of your closeness to the Administration and I hope that 
your coming in here to support the arts signals a new attitude on 
the Administration’s part. 

Mr. Evans. I hope so. 

Mr. Chairman, I will include a prepared statement for the 
record. 

Mr. YaAtTEs. That is already in the record. 

Mr. Evans. I would like to summarize, however, if I may. 

Let me say also that it is very difficult for me to be totally 
objective when it comes to the arts. My wife is an artist, a very 
good painter, I believe. In fact, coincidentally, she happens to be 
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having an opening of an art show here in Washington, D.C. tomor- 
row night. i . 

Mr. YATES. Where? 3 | 

Mr. Evans. At the Hull Gallery. There is an invitation. I hope 
you will be able to come. ae 

Mr. YartEs. Is that a watercolor? It is beautiful. | 

Mr. Evans. That is an acrylic, but she has great color and 
energy. I think she does a magnificent job. FWOGIO 

Mr. YateEs. I hope I can get over to see it. 

Mr. Evans. I hope you can too. 

Mr. Yates. Thank you very much. I think it would be a delight 
living with a painting like that. 

Mr. EvANns. It is. 

Thank you, Mr. Chairman. 

Thank you for not only the opportunity, but thank you for your 
leadership role that you personally have been playing as an advo- 
cate for the arts. 

Let me say at the outset in answer to your question about the 
Administration that I unequivocally support President Reagan’s 
comprehensive economic program to benefit America. The program 
has four components, as you well know, but there is one absolutely 
essential component, the need to éxercise some degree of fiscal 
restraint. 

We have been on a government joyride goaded by the people who 
were more than willing to let government do just about everything 
for them and ultimately to them. 

In fact, it was a rather long and gaudy night on the town. 

Now, in the cool gray of the morning after, we are faced with the 
need to count the cost, pay our bills, exercise some degree of fiscal 
restraint, put our fiscal practices back in line. I think it has been a 
free-wheeling, excessive spending of the Federal Government that 
has been the major cause of the inflationary spiral that we are in 
and the human suffering that inflation does bring to most people. 

I don’t quarrel with the President’s plan to tighten our belts and 
set an example if it is done in a prudent way. I have been practic- 
ing that gospel for some time and I didn’t have to be born again to 
become a believer; I always was. 

I also subscribe, Mr. Chairman, to the idea that cuts should be 
spread around this vast panoply of government agencies and de- 
partments. They all shared in that night on the town and I think 
they should all share equitably in putting our fiscal practices back 
in line. 

I do believe that that is the key, the equitable and fair sharing of 
the responsibility to reduce the inflationary spiral that exists in 
America today. , 

There is a glaring error in what Mr. Stockman and the Office of 
Management and Budget have done. That is, in designating the 
National Endowment for the Arts to carry a much larger propor- 
tionate share of this responsibility than most other government 
agencies, bureaus and departments. 

Mr. YATES. You don’t agree with Mr. Stockman’s classification of 
the arts as one of his programs of low priority? 

Mr. Evans. I think he has classified them as peripheral. I think 
they are central. As a matter of fact, I think they are an essential 


1401 


part of the revitalization of the American economy. There is no 
‘question that government financial support of the arts can be 
fruitful in a number of ways. That has been the universal experi- 
ee human societies since well before civilization as we know it 
began. . 
__ Most of the great artists of the past whose work has enriched the 
human scene for centuries, Michelangelo, Leonardo da Vinci, they 
_all worked directly or indirectly for the government, were support- 
ed by the government. 

_The great Greek playwrights, artists who gave us the very idea 
of tragedy and comedy they were supported by the governments. 
__ Their plays were supported by government funds. Handel worked 
_ for the Government of England; Mozart for Austria and Bohemia. 
Opera came into being because of opera support in Florence. Since 
_ the dawn of civilization men and women have taken it for granted 
_ that the arts are valuable and indeed a very positive force in our 
- society. 
_ They cannot fully support themselves in the free market. 
_ In general, I believe, most societies have believed that the slack 
_ should be taken up by the government of a people for whose 
_ benefit the arts ultimately exist. 
All this has been taken for granted by all human societies except 
_ our own here in the United States. 

Mr. YaTEs. Except for the last 15 years? 

Mr. Evans. Yes, except for the last 15 years, and a little bit 
before that, although it was of an emergency type’ nature in the 
New Deal. There was some emergency funding there. That did help 
in enriching people’s lives, I think. 

Mr. Yates. You make a very valid point. One of the outside 
witnesses who testified before us in support of the humanities was 
Ossie Davis, who is now a television star. He has had a very 
illustrious career in all the fields of the arts. 

He testified that in the depression he received his patrimony 
from his father. He received $10. He walked all the way up to 
Washington, D.C., because he wanted to go to Howard University, 
and he got to Howard University and said he pulled himself up by 
his bootstraps, but he said the boots were furnished by the Federal 
Government through a NYA scholarship. That permitted him to go 
into the theater. 

Mr. Evans. Mr. Chairman, you might also be interested in the 
fact that between the emergency aid under the New Deal and the 
time the National Endowment for the Arts was initiated, there was 
one other time in our history when we supported the arts from a 
government standpoint, and that was following the Second World 
War with the Marshall Plan, the European recovery program. 

What did the German government and the German people do 
first with the money we gave them? They did something about 
restoring the opera house in Munich. They didn’t restore the fac- 
tories first. They didn’t restore office buildings. They raised the 
hee of the people. They thought that was an extremely important 
effort. 

Arts were the fastest way to remind those almost destroyed 
people, self-destroyed, that there had been a brilliant past and that 
there had been a humanly respectable, indeed, brilliant German 
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heritage before Hitler of Bach, Beethoven and Brahms and Goethe, 


and Martin Luther, and Durer. All of them. They were brilliant, 
contributed immensely to the human race, I think. 

So we cannot minimize the role the arts can play in restoring 
morale and that great American spirit that has given us a nation 
that has a better standard of living than any other nation since the 
dawn of time. 

Speaking of history, as Lincoln Kirstein put it—I think well— 
support of art and artists is cultivating “the only memorable resi- 
due that marks and outlives our epoch.” | 

The arts are history. They are our history. I think in addition t 
all of this the historical benefit, the need for placing some focus on 
that area, the need for enriching people’s lives and the human 
spirit, the arts are important for the here and now. They are 
important in economic development. 

A number of the benefits that are received through a communi- 
ty, a local regional theater, for example, that is supported by the 
National Endowment for the Arts. They can help the spirit of a 
community, can create a permanence in that community, and can 
help with economic development and economic opportunity and 
permanent jobs for people. | 

So I think what Mr. Stockman and the Office of Managemen 
and Budget are doing is counterproductive to the very objective the 
President wants to achieve: economic opportunity, greater econom- 
ic opportunity and hope for all Americans. 

Critics argue that cuts in the appropriations for the arts are 
justified in the likelihood that financial support can come from the 
private sector. | 

Well, I think experience has shown something else. You have 
been privy to the hearings and to chief executive officers from 
major corporations coming before you and testifying that that is 
not the case, testifying that the challenged grants, the National 
Endowment for the Arts are important and they do precipitate and 
they are an incentive to greater private sector support. 

The truth is that corporate and foundation support for the arts 
has risen enormously since the arrival of the National Endowment 
for the Arts. The reason that private support has risen I think is 
due in large measure to the challenge grant approach. 

We incorporate the incentive principle, I think quite properly, 
and very often that money is contributed on the basis of one dollar 
of public funds for two dollars of private sector support. 

Mr. Yates. And three. 

Mr. Evans. And three and perhaps more. 

I favor increasing private sector support for the arts. I favor 
phasing that in, but we can’t expect this transfer to take place in 
five months; there is no way in the world you can do that. 

That is why I said at the outset it is a glaring error on the part 
of Dave Stockman and the Office of Management and Budget, 
because if we are going to phase in private sector support, you 
can’t do it in five months’ time. 

My wife, Mary Page, is on the board of the Pennsylvania Ballet, 
one of the leading ballet companies in this country. Joe McDade, 
the ranking minority member, is from Scranton. Barbara Weisberg 
is from Scranton. 
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_I can tell you at the board meeting last week they were very 
concerned about the future of the Pennsylvania Ballet. 

Mr. YaTEs. Without government support? 

‘Mr. Evans. Without some degree of government support, without 

a slower phase-out of government support. 

__ Mr. Yates. Let’s hope there is not a slower phase out. 

Mr. Evans. Let me say this: The great exception to the Presi- 
_dent’s budget cutting is in the Department of Defense. There are 
_ very solid grounds for this. It hardly matters if our budget is cut or 
not, balanced or not, if we can’t adequately defend ourselves 
_ against external threats. But we face an internal threat as well. 
I am not talking about a threat of communism or socialism or 
_ anything like that, but of domestic lethargy, domestic loss of spirit. 

Here again the arts make a unique contribution. If we concen- 
trate our attention as individuals or as a nation solely on the 

material things of life, we have in the end really nothing. 

_ Mr. Yates. That is a ‘message I hope you carry to the President. 

Mr. Evans. Cervantes, a giant of Spanish literature, Mr. Chair- 
man, once wrote about a long vanished civilization. He summed up 
its fate as follows: “There were no poets and so the city died.” 

I would like to propose an alternative to what Mr. Stockman 
suggested. 

Mr. Yates. Do you know who quoted that to me about a month 
and a half ago? Martha Graham. She said the same thing to me 
when she told me I should continue to work for the arts. That is a 
marvelous quote. 

Mr. Evans. I would like to propose an alternative to the precipi- 
tous cuts. I think they are counterproductive in achieving the 
President’s objective. 

I would like to propose that the National Endowment for the 
Arts become another exemption from the rule not on anything like 
the scale of defense, the military establishment, needless to say, 
and not on a total basis, but I would like to suggest that we cut 
back if we have to—and I suppose we have to—that we cut back on 
an installment plan rather than cutting precipitously 50 percent 
for fiscal year 1982 that begins October Ist. 

Let’s cut this out over a period of three years, down to 50 
percent. 

Mr. YATES. Why do that? Why cut down even over a period of 
three years? 

Mr. Evans. I would prefer not to cut down at all, Mr. Chairman. 
Let me say if we have to cut—— 

Mr. Yates. I wanted to lead the witness along the way. 

Mr. Evans. You led the witness. You know where my heart lies. 
I would like to say if all of us are going to share in this effort to 
reduce inflation and exercise fiscal restraint, the endowment, I 
think, those interested in the arts are willing to take their fair 
share. 

Mr. Yates. This is correct. You had already pointed out most 
eloquently and cogently, I thought, that not only do the arts create 
a me morale and spiritual boost to the Nation but also economi- 
cally. 

Therefore, why cut them back to that extent? 
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Mr. Evans. I couldn’t agree with you more, but politics is the art 
ot the possible, Mr. Chairman. We do have another body over, 
there. : 

Mr. YarTEs. I suggest we amend that phrase to say that politics i is 
the art of the impossible as well too. 

Mr. Evans. If you try hard enough, perhaps you can produce 
miracles. I do think this is an alternative; the best alternative, I 
think, is to maintain that funding. 

As an alternative, you could do it over a period of time, because I — 
don’t think you would have the magnitude of the damage that way, 
and I think it would give us an opportunity to phase in private © 
sector support, and surely that is the most prudent way of going. — 

Mr. Yates. I can’t escape an image of the damage that would be 
hanging over the installment period. 

Mr. Evans. Perhaps it might. It certainly is better than the! 50. 
percent reduction that has been called for by the OMB. 

Mr. Yates. Right. If there is a choice of alternatives. I don’t 
think there will be such an alternative. I think we have to recog- — 
nize the arts in our country and community as being part of the 
social fabric of the country, not to accept Mr. Stockman’s conten- 
tion that the arts are a low priority item. 

Mr. Evans. They are not peripheral, they are central. I think 
they are central to the President’s comprehensive economic pro- | 
gram in providing greater opportunity for people. 

I have seen it in my own city, in Wilmington, Delaware, where 
support for the grand opera house, the center for the performing 
arts, support for the Delaware Theater Company has helped the 
_ economy. It has created a permanence. It has given people greater 
genie for economic development. It has raised the spirits of the 
people 

Mr. YaTEs. On that note of triumph, we will call an end to your 
testimony. Thank you very much. 

Mr. Evans. Thank you, Mr. Chairman. 

Thank you for your leadership, Mr. Chairman. 

[The statement and letter of Hon. Thomas Evans follow:] 


har eee sesets t 


; os) A 
ed GE an ont adivaste: e746} 
| sand OREO ub 82 V9 t 99° biuete 
hove ne CPOE ARYA fede MT tw yan 
» ee a rie rye Hh re 7 . : Ay 4 * 
| cree mt I $e. te sé ani; pilogs ats gee ee 
vir Aid mes ie Pi ; wo ae tS } $e 
ees csmetdoesbtiGeods i4i aysic» 
Penne eid eatiboieas 9) 16439 ce) 
eae 
pene e ot Dota teesered peetrenrs;ansanie, 
an SaaS! CndsaSth trey -tenbud sore uss 
al Mig POAGWS 143 yo keawns tom Fe 
AeMCL bss 3 eh 2 ee act Ju 
ere FEA: hE TRESSE FAST row he 
; 8 Ss 3 Boe 5 sat Gaebbxons 3 @% 
eho MONG ORSHS zuditabssee 2 


7 ra 


1406 


TESTIMONY IN SUPPORT OF APPROPRIATIONS FOR THE ARTS ere 8 8. 
Subcommittee on the Interior, Appropriations Committee 
May 4, 1981 


Mr. Chairman and Members of the Committee: thank you for giving 
me the opportunity to present my views about the arts and 
their importance to our country. 


At the outset, let me state unequivocally that I support 
President Reagan's comprehensive economic program. The 
program has four components and all are important, but one 

is absolutely essential: the need to exercise some degree of 
fiscal restraint. We have been on a government joyride goaded 
on by the people who were more than willing to let government 
do just about everything for them, and ultimately to them. 


It was_a long and gaudy night on the town: Now, in the cool 
gray light of the morning after, we are faced with the need 


to count the cost, pay our bills, and get our fiscal practices 
back in line for it has been a free-wheeling, free-spending 
government that has been the major contributor to inflation 
and the human suffering that it brings. We do need a radical 
departure from the past which calls for more than just a few 
aspirins. Fiscal restraint is an absolute necessity. 


I have no quarrel whatsoever with the President's plan to pull 
in our belts and cut back government expenditures in a , 
reasonably prudent way. I have been preaching that gospel for 
some time, and I didn't have to be born again to become a believer. 
I always was: 


IT also subscribe to the idea that such cuts as are necessary 
Should be spread around the vast panoply of government agencies. 
They will shared in the night on the town . . . all should share 
equitably in paying the bill, in assuming responsibility for 
fiscal restraint. 


However, I believe that the Office of Management and Budget has 
made a glaring error in nominating the National Endowment for 

the Arts to carry a much larger proportionate share than almost 
all other government agencies, bureaus or departments. The 
Original arts endowment budget was $175 million, itself a 
relatively modest sum for almost any operation in this town. Now, 
however, like the budget for the humanities endowment, that 
modest budget has been cut almost exactly in half, from $175 

to $88 million. Cuts in the Endowment on that scale are much too 
much, and much too fast. Such precipitous cuts are counter- 
productive in achieving the President's program to revitalize 


the American economy and foster hope here at home and renewed respect 
around the world. 
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There is no question that government financial support of the 


arts can be fruitful in many ways, including some not even 


thought of at the start. That, of course, has been the 

universal experience of human societies since well before 
Civilization as we know it began. Most of the great artists 

of the past, whose work has enriched the human scene for centuries, 
received part or all of their support from their governments. 
Michaelangelo passed his entire professional life, a very long 
one, on the payroll of either Florence or Rome, while Leonardo 

Da Vinci moved from the employ of the government to Milan to 

that of France. The great Greek playwrights, artists who 

gave us the very idea of tragedy and comedy, had their pleys 
produced by government funds in theatres built and maintained 

by government as a vital service in the world's first democracy. 
Handel worked for the government of England, Mozart for Austria 
and Bohemia. Opera came into being because of government Support 
in Florence, while all ballet theatre, including our own, 

is in the permanent debt of the Russian Government -- not just 
the present Russian Government, which has sent us a brilliant 
series of dancers and choreographers by making life at home 
impossible for them -- but the previous Russian Government 

even more so, because it supported the Systems of dance that 
still prevail in classical ballet, and by derivation, modern dance. 


Since the dawn of civilization, men and women have taken it for 
granted that the arts are of value -- indeed, are a very positive 
force -- in any society, but that they cannot fully support 
themselves in a free market, and that, in general, the slack 
should be taken up by the government of a people for whose 

benefit the arts ultimately exist. All this has been taken for 
granted by all human societies, except our own.’ Only very late 

in the day did we come to Support by government expenditure 

the rich and rewarding arts of America. Outside of the New Deal's 
Strictly emergency measures, we came to do SO only with the 
establishment of the National Endowment for the Arts, the 
financing of which is now under consideration by this Subcommittee. 


Interestingly enough, there was. one other instance of the 
American Government's Support of the arts between the New Deal 
and the establishment of the Endowment for tie--Arts that 


happened -- and this is not widely known -- during the life-giving years 


of the Marshall Plan, the European Recovery Program, in West 
Germany. That country, after the catastrophe of Hitler and 

his war, was pulling itself together again, with the help and 
guidance of the United States. A substantial part of the 

German recovery funding went to the arts, by agreement of both 
Sides. Arts were the fastest way to remind that almost self- 
destroyed people that there had been a humanly respectable, 
indeed brilliant, German heritage before Hitler: the Germany of 
Bach, Beethoven and Brahms, Goethe and Schiller, Martin Luther 
and Albrecht Durer. 
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So now we must not minimize the role the arts can PLAY» 29 2h sea 
are playing, in maintaining and restoring American morale ns3. 28% 
and the great American spirit which has made our nation the 
Areatest in. the history of, the world... «-so5 25 acoetvsens) }ReTeee 

rs 0o}3es oe 
Speaking of history, as Lincoln Kirstein aH it, the support 342 F 
of art and artists cultivates "the only memorable residueg Sevise 


that marks and outlives our epoch." The arts are arate 
history of a country. sind? 

_ - » 2S 2 2 t In 
We must also look at the penerres which have ae chiied Oy a = vee 
communities in every part of the country because of the 4 -bsouhe™ . 


arts. We should examine the cost-benefit ratio. When we Fe veg cs 
we find, invariably, that the arts result in economic iy oe ‘ 
development and contribute in a major way to the revitalization cai 
of our cities. For every dollar expended on support for the — ate 
arts, it is conservatively estimated that four or five dal beeen ef 
are returned to the community. Thus, financial assistance ~~ 
to the arts is not a bottomless pit, irrelevant to overall ~ 29 tie 
national and community needs. The arts Create a permanence — 27 00Ge 
in a community which helps initiate economic development and tre “g 
opportunity, leading to the increase of jobs available. This A 
of course, is a major component of the President's program, — 3% sntta 
We can and we must provide opportundty for all Americans and 
believe me, the arts are central, not peripheral, to that effort. 
7 aang ‘ 
Critics argue that such cuts in appropriation for the arts are (vada 
justified in the likelihood that financial support for the §-  — 
arts can and will be taken up by private corporations, private: +2 
foundations, and individuals in the communities concerned. It® ne 
is suggested that a long-established system of tax exemptions 20 
encourages such support from the private sector. All this a 
is true, but it must be borne in mind that since the endowment 
became a presence on the national arts scene, there has been 
a vital financial cooperation between federal assistance and 
grants from other sources, usually private or corporate. The. ++equia 
truth is that corporate and foundation support for the arts _ 
has risen enormously since the arrival of the federally financed — 
endowment on the scene. The reason that private support has 
risen is the use by the endowment of the "Challenge Grant," o. 
whereby the institution engaged in mounting an exhibition or A 
dance program has been challenged by the endowment to raise 
matching money from other sources, typically at the rate of 
two dollars of such money for every dollar of endowment 
money. The plan to increase private support is not a new idea. 
It is an idea the endowment itself originated and has been 
Carrying out vigorously throughout the past half-dozen years. 


& 


I, too, favor increasing private support of the arts. But, we 
cannot expect this transfer to occur within the next five months 
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without serious detriment to the arts programs in our country. 


I am convinced it would be counterproductive to slash 
government support so drastically. Such a precipitous drop 
would damage seriously the structure that has been so pain- 
Stakingly built up over the years. 


As we all know, the great exception to the Administration's 
budget cutting is the Department of Defense, on the very solid 
ground that if the nation is not adqquately defended against 
external threats, it hardly matters if our budget is cut or 
not, balanced or not. 


But we face an internal threat as well. I am not referring to 
domestic Communism, but to domestic lethargy, domestic loss of 
spirit. Here again, the arts make a unique contribution. 

If we concentrate our attention, as individuals or as a 

nation, solely on the material things of life, we have, in the 
end, nothing. Miguel De Cervantes, the giant of Spanish 
literature, once wrote about a long-vanished civilization. He 
summed up its fate as follows: "There were no poets and so the 
citypds ed... 


I should like to propose the National Endowment for the Arts as 
another exemption from the rule, not on anything like the 

scale of the military establishment, needless to say, and not 
on a total basis. Let us agree, for the sake of discussion, 
that the endowment can be cut as drastically as has been 
proposed, and that the slack will probably be taken up by 

funds from other sources. If this slack is taken up it will 
assuredly not be done instantly. Corporate donors will not 

be standing in line at the accounting offices of museums and 
orchestras, waiting to hear how much is needed. On the contrary, 
such donors have to be discreetly courted -- that, after 

all, is a great part of the job description of a trustee of 

any non-profit institution. And discretion, in fiscal courting 
as in any other kind, is a matter of making haste slowly. 


All that being true, I urge members of the Subcommittee to 
consider cutting the Endowment's rather small budget on the 


installment plan. Just as the envisioned emergence of 
increased corporate and foundation support for the arts will 


most assuredly be phased in, so should the desired cuts in the 
Endowment's budgets be phased out. If it is desired by the 
dministration to cut that budget by 50%, knowing it is down 

$87 million from the previously approved figure, all right, 

these are tough times and every agency should do its part. But 
prudence remains a prime virtue. The trouble with an instant 

cut of the magnitude proposed is the damage, perhaps irreparable, 
it would instantly do to the network of professional relationships 

within arts institutions and among arts institutions all over 

America. What could happen would be the mirror opposite of the 

building up of all those arts centers almost 50 years ago. Their 

decay and dwindling and destruction would begin. And that would 

be an incalculable loss to this country. 


76-703 0 - 81 - 43 (6b) 
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On the installment plan, on the other hand, that 50% cut --- 
much larger from a much smaller budget than most of the 
government agencies are being asked to take -- that 50% could 
be phased in over three years. If the total is $87 million, 
in round numbers that comes to $29 million to be cut each 

of three years. And a cut of that size the Endowment and 

the American cultural institutions that now depend on the 
Endowment can handle. Phased in over my Suggested three-year 
period in annual cuts of $29 million, the 50% cut could be 
contained in its effects on the artistic structure of the nation. 
Those other sources that the theory of the budget cut 

count on, could be phased in and pretty much be in place by 
the time the final cut brought the Endowment's budget down 

to the level now mandated by Mr. Stockman. 


See St a 


> 


Surely this is the prudent way to go about this reduction. 

The Endowment for the Arts has been responsible for a ond dere 
flourishing of American arts and just as important 4S their 
availability to the American people. Endowment sponsored ~~ 
programs have enhanced life in many, many American communities, 
certainly in Chicago, in Tacoma, Scranton and Canton, Portland, 
Johnstown, in extraordinary ways both Baltimore and San Antonio, 

as well as the state I happen to be the entire delegation of -- 
Delaware. 


Our country is much richer because of the Endowment. In 
different but scarcely less important ways, we need the arts 
almost as much as we need art in the times we live in. The 
achievements of the Endowment must be preserved, even if we 
decided that the Endowment's budget must be cut back to help 
meet the all-too-genuine economic crisis that confronts us. 


The step-at-a-time approach will allow for a basic change in 
the support system for the arts in America, but allow that 
change to take place without chaotic disruption of what has 
been an orderly, productive growth. 


Mr. Chairman and Members, I thank you again for this opportunity 
to speak to the question before you. I wish I could leave 

you as Leontyne Price did, with a song, but I fear if I did 

so, I'd empty the room. Instaed let me leave you with a 

Single word -- prudence. 
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ROY DYSON, MD. 


Honorable Joseph M. McDade 
Ranking Minority Member 
Subcommittee on Interior 

House Appropriations Committee 
B-308 Rayburn Building 
Washington, D.C. 20515 


Dear Joe: 


This letter concerns recommendations by the Subcommittee on 
Fisheries and Wildlife Conservation and the Environment with 
respect to Fiscal Year 1982 appropriations to the U.S. Fish and 
Wildlife Service. I will appreciate it if you would make this 
letter part of the hearing record on Department of the Interior 
appropriations for FY '82. 


As a Member of the Subcommittee on Fisheries and Wildlife 
Conservation and the Environment, I am keenly interested in our 
nation's fish and wildlife resources“and the agency which is 
charged with maintaining them. While I am a strong supporter of 
the President's comprehensive economic program, I think it is 
appropriate in some instances that we restructure proposed 
budget reductions so long as aggregate cuts remain the same. 
Under the able leadership of Chairman John Breaux and Ranking 
Member Ed Forsythe, the Subcommittee carefully reviewed the 
Department of the Interior and Fish and Wildlife Service budgets. 
It is our view that the Service -- to the detriment of important 
fish and wildlife resources -- is being asked to bear a dis- 
proportionate share of the Department's budget reductions. 

Thus, the Subcommittee has recommended restoring $18 million to 
the Fish and Wildlife Service budget. Offsetting cuts totaling 
$18 million have also been recommended: $9.2 million from 

within the Service and $8.8 million from within the Department. 


Congressmen Breaux and Forsythe have furnished you with the 
details of the Subcommittee recommendations, but I would like to 
call your attention to several specific items. 


First, the Subcommittee recommends restoring $5.2 million 
to the Habitat Preservation program. I believe it is important 
to provide sufficient funds so that as we step up our efforts to 


aa 


S 


developing energy, water, and mineral projects. 


secure energy and strategic mineral resources, we also m 


our commitment to protect valuable and irreplaceable fist 
wildlife resources. This is not possible if the Service doe 

not have the funds to participate in a fundamental way in 

ai ahw 
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Second, in the last Congress we enacted the landmark Alaska 

National Interest Lands Conservation Act. Section 306 of this — 

legislation specifically called for a thorough ecological study 
of Alaska's internationally significant barren ground caribou _ 
herds, and the Subcommittee recommends restoring $300,000 for © 


this purpose. Given the various energy and mineral developments 


our commitment to Alaska's wilderness and wildlife. _ 


¥ wEnhitass 
Finally, the protection of endangered species is very much 
a Federal responsibility, and the program is at a stage where we 
are finally seeing a significant emphasis on preparing and elie 
implementing recovery programs. The Subcommittee recommends 
restoring $3.5 million to partially offset a Proposed reduction 
of $8 million in the President's budget. To do less May mean 
the irretrievable loss of more of our priceless wildlife heritage. — 
= * 4 zzo07 7.5 -3 
in summary, I strongly support the Subcommittee's recom- 
mendations concerning the FY '82 budget of the Fish and Wildlife 
Service and note again that the Subcommittee has acted most. 


responsibly by proposing offsetting reductions to match proposed 
budget increases. J 


Thank you for considering my views. a 
Best personal regards, if 
Sincerely, 


omas B. Evans, Jr. 
Member of Congress 


TBE:ssm 


1413 
DOE BUDGET 


WITNESSES 


HON. DON FUQUA, A REPRESENTATIVE IN CONGRESS FROM THE 
STATE OF FLORIDA 

HON. HAMILTON FISH, JR., A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF FLORIDA 

HON. DAN GLICKMAN, A REPRESENTATIVE IN CONGRESS FROM THE 
STATE OF KANSAS 


TESTIMONY OF Mr. FuquA 


Mr. Yates. Mr. Fuqua. 

Mr. Fuqua. Thank you, Mr. Chairman. 

Mr. YATES. We are delighted to have you. We are delighted to 
have Mr. Fish appearing before us this morning. 

Mr. Fisu. Thank you, Mr. Chairman. 

Mr. YATES. We know of your expertise in the field of energy. We 
are delighted to receive your recommendations. 

Mr. Fuqua. Thank you very much, Mr. Chairman. 

I want to thank you for your cooperative spirit in which we have 
always worked together in this subcommittee and the Committee 
on Science and Technology, on those matters that have been of 
mutual concern to us. 

I would like to ask unanimous consent to insert this statement in 
the record. 

Mr. YATES. It is a part of the record. 

Mr. Fuqua. I will try to summarize it. I will speak basically 
about the actions that have taken place in the Subcommittee on 
Energy Development and Applications. Mr. Glickman is here and 
will talk about the transportation aspects, and you will hear from 
our ranking minority member, Mr. Fish, on the subject. 

Mr. YATES. Where is Mr. Glickman? There he is. 

Mr. Fuqua. The Subcommittee made substantial increases in the 
conservation programs and only modest increases in the fossil 
budget. I think those actions are responsible, but since the full 
committee has yet to act, what I discuss today is to be viewed as 
provisional and not the final actions. 

In the energy conservation area, the committee authorized pro- 
grams in industrial conservation, transportation, conservation 
multi-sector, the energy extension service and the non-regulatory 
aspects of the buildings and community systems and residential/ 
commercial retrofit. 

In fiscal year 1981 the total amount appropriated for these pro- 
grams, not including proposed rescissions, was $341 million. 

The Reagan request for those same programs for 1982 was $86 
million, a reduction of about 75 percent. 

As you know, the Administration justifies this request on the 
grounds that market forces alone, in a decontrolled environment, 
will lead the private sector to assume the functions now performed 
by DOE’s conservation program. 

We heard five days of testimony from more than 20 witnesses 
who said this is simply not the case. I understand that your sub- 
committee also has heard similar testimony. 

Therefore, we didn’t accept the Reagan authorization request 
and instead put together our own conservation R&D budget at a 
lean but effective level. 
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We have recommended a sizable cut of 32.5 percent from last 
year’s appropriations. We have a table in our report that outlines 
how that was arrived at. : 

We added $197 million to the Reagan request. I would like to 
outline those adds. In the buildings and community systems pro- 
gram, we added $4 million to enable the department to continue its 
efforts in education and technical assistance, demonstrating the 
case studies of the development of the voluntary energy standards 
for new buildings. a 

We added $15 million to continue the important work being done 
by the technology and consumer products program in advanced 
electric and gas-fired heat pumps, improved oil and gas furnaces, 
energy efficient appliances and advanced lighting systems. <3 

By the way, I might point out that in examining these programs 
for consumer products, testimony we received indicated that the © 
Japanese industry is moving in a direction to take over that 
market if we let it lapse in this country. We could wind up as we 
did with television sets and radios and automobiles and many other 
products. 

We added $7 million to enable programs in district heating, 
community energy planning and urban waste to continue at the 
Carter requested levels. We also added $3 million each to the 
analysis and technology transfer program and program direction to 
retain sufficient contract funds and personnel to carry out the 
needed planning, analysis, and evaluation work. 

Our total add in BCS was $29.9 million. 

In industrial energy conservation we added $15.5 million for 
waste energy reduction, $11 million for process efficiency, and $9.5 
million for co-generation. These funds will allow the office to fund 
a sufficient number of high priority projects to keep a meaningful 
program alive. We added $3.8 million to continue and expand the 
highly successful energy analysis and diagnostic centers and boiler 
workshops. We left sufficient funds in program management for 56 
headquarters personnel. 

Our total add in this area was $42.6 million. We heard a lot of 
testimony about the value and effectiveness of this program, so we 
cannot accept the Reagan Administration’s proposal to totally ter- 
minate it. 

In transportation we added $34 million to vehicle propulsion 
R&D and cut $1 million each from the Reagan request for electric 
and hybrid vehicles and transportation systems. 

Mr. Glickman will add further on that when he testifies. 

Finally, we did not accept the Administration proposal to termi- 
nate the energy extension service, the appropriate technology 
small grants program, and the residential/commercial retrofit pro- 
gram. 

We believe that the energy extension service is a cost effective 
and essential information dissemination program that has only 
begun to prove its worth. We restored it to the fiscal year 1980 
level of $25 million. 

In appropriate technology we authorized $12 million to continue 
the program at its fiscal year 1980 and 1981 levels and for the 
residential/commercial retrofit program we authorized $6 million 


1415 


for demonstrations of innovative delivery systems for single family, 
multi-family and small commercial buildings. 

We believe that this program can provide valuable assistance to 
the private sector in the development of a new energy service 
industry. 

In the fossil energy program, the Reagan proposal of $435 million 
is based almost entirely upon the concept that decontrol of energy 
prices will lead to increased oil and gas exploration by industry as 
well as increased investments for technology development to find 
and utilize all fossil energy sources. 

The Committee on Science and Technology has heard testimony, 
however, that although commercial activity will increase under 
decontrol, the research and development that needs to be done will 
not likely be pursued by the private sector as quickly as the Ad- 
ministration projects. 

The subcommittee has modified the Administration’s request 
with only a minimal increase of $30 million. 

In completing our work, we have set the priorities for this pro- 
gram using potential effectiveness in meeting the nation’s energy 
needs as the guideline. Thus, although different programs require 
varying amounts of money to accomplish their objectives effective- 
ly, we have, by our amendments to the Reagan budget, indicated 
those areas which should be pursued most actively. 

The specific amendments to the Reagan Administration’s budget 
proposal are set out in Table 2. As you can see, the subcommittee 
accepted many of the funding levels proposed by the Administra- 
tion, yet modified the proposal where it was felt that a higher 
priority was necessary or that a greater return for the tax dollar 
was possible. 

In coal liquefaction, we added $24.7 million to reflect the high 
priority which we give to developing liquid fuels which can directly 
replace imported oil in the industrial and transportation sectors of 
the economy. 

The H-Coal pilot plant was increased by $10 million in order to 
complete the ongoing test program, which will provide the scale-up 
factors necessary for commercial application and will complete 
testing on three coals. 

The funding level reflects, however, our belief that the industrial 
sponsors should cost-share this remaining work, as it is they who 
will benefit directly from the project’s success. 

We also gave a high priority to fuel cells, which is a technology 
showing great promise as a source of clean, efficient energy and 
which can be used in many industrial and utility applications. 
With a modest increase of $5.9 million, development and demon- 
stration work on phosphoric acid systems can continue, leading to 
early commercial use of these systems. 

A third priority is enhanced gas recovery, where $8 million was 
added. The committee heard much testimony concerning the vast 
gas reserves in this country which cannot now be recovered with 
existing technology and economic conditions. As gas is being gradu- 
ally decontrolled, the technology constraints must also be over- 
come, and this can only be done by an active R&D program. 

A final priority was to continue the International Energy Agen- 
cys pressurized fluidized bed program at Grimethorpe, England. 
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Thus, $11 million was added to combustion systems; however, we 
offset this increase with decreases of $4.2 million, for a net gain of 
only $6.8 million. ; ) beste 

The subcommittee heard testimony that to cancel the IEA pro- 
gram, as proposed by the Administration, would significantly delay 
the development of the techology, which is a very promising 
method for directly burning coal efficiently and cleanly. . 

As for seeking a greater return for the tax dollar, we restruc- 
tured the surface coal gasification program and the advanced re- | 
search and technology development program. Also, we provided 
funds to complete two oil shale demonstration projects which will 
meet their objectives in fiscal year 1982. The subcommittee did not 
believe that all the prior work should be discarded and left incom- 
plete for want of $4.1 million. The technologies being developed by 
‘Equity and Geokinetics will provide environmentally acceptable 
access to oil shale resources that cannot be utilized by existing 
commercial oil shale processes. : 

Another step toward greater efficiency was to move the mining 
R&D program to the Interior Department. Although DOE has done 
a good job coordinating its program with Interior, we feel that it is 
necessary to combine all mining R&D in one agency in order to 
plan and execute this program effectively. The subcommittee re- 
duced mining R&D by $11.8 million since the program has an 
uncosted balance of about $100 million, which is greater than the 
appropriations for the last two years combined. It is time to take 
stock of this effort and require a comprehensive management plan. 

In surface coal gasification, we restructed the program, taking $7 
million from Administration’s catalytic gasification process, which 
they are developing on their own in Europe, and slightly reducing 
by $6 million two marginal process development activities and 
technical support. Increases of $6.8 million were made to complete 
the BIGAS pilot plant program, which again is a project near 
completion, but which the Administration wishes to stop short of 
its objectives. Funding of $6 million was proposed for the peat 
program to do research on this large but under-utilized energy 
ater Other small adjustments brought the total increase to only 

960,000. 

Finally, advanced research and technology development was re- 
duced by $6 million in order to focus the activities toward long 
term, high risk R&D. This maintains the programs at approximate- 
ly the fiscal year 1981 levels. 

Mr. Chairman, that concludes my remarks. 

Mr. Yates. You are getting a very sympathetic hearing from this 
committee. We appreciate the work you have done, and the condi- 
tion of the energy situation in this country. But what are we going 
to do with the budget? Are we going to put this in, even though, as 
I understand it, the proposed budget which we are going to vote on 
later this week, wouldn’t permit expenditures of that kind, will it? 

Mr. Fuqua. Let me explain. We went through this very conscien- 
tiously and we are above the Administration’s request. As I said 
earlier, the full committee is meeting this week to mark up. We do 
have a compromize that doesn’t please a lot of people but tries to 
bring those figures back down within the Reagan numbers, the 
total numbers. 


ee ee | 
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_ Now, in our committee, we have both the nuclear as well as the 
nonnuclear programs. So with those recommendations coming out 


of our subcommittees, we are attempting to reconcile the Reagan 


numbers. 
AOOr Yates. Will you be able to reconcile within the Reagan 
imit’ 

Mr. Fuqua. I think we can. There is a propoosal that I have been 
working on with the minority and other members of the majority 
in trying to reconcile those figures. I didn’t discuss them today 
because there is not final action by the committee. 

Mr. Yates. That is right. 

Mr. Fuqua. And I didn’t feel it appropriate to presume some- 
thing that may not happen. As the Chairman is well aware, some- 
times reverses and changes happen. 

Mr. YATES. Sure. What will happen to what you conceive to be 
the energy needs of the country if you do reconcile? 

Mr. Fuqua. I think, particularly in the solar and conservation 
areas, that there is going to be severe damage done. We will lose 
some programs that I think are essential, that we should keep. 
Many will be cut back too, to be kept alive intravenously for a few 
years. 

Mr. Yates. Would you recommend the Appropriations Commit- 
tee go over the amounts that you reconcile to in order to protect 
the conservation program? 

Mr. Fuqua. Yes, I certainly would. As you know—— 

Mr. YATES. Will we be able to exceed the authorization? 

Mr. Fuqua. Well, you would not be able to exceed the authoriza- 
tion. 

Mr. YATES. Then we would have to ask for a rule for permission 
to do it. I hope you don’t object if we consider that. I don’t know 
what we are going to do any more than you know what you are 
going to do. But we feel very strongly that the conservation pro- 
grams are of invaluable assistance to the country at this time, and 
that to curtail them, when we are trying to find, to cope with the 
tremendous drain imports make upon our economy, that conserva- 
tion is of utmost importance. 

Mr. Fuqua. Let me say, we are adding back into conservation 
about $55 million above the random numbers that were submitted 
in the Reagan budget request. That is a long way from what is 
being spent in this fiscal year and what the subcommittee recom- 
mended in its markup, recognizing the political realities that we 
are confronted with. 

We have taken from other programs, where they could spare 
money. We have scaled down projects many feel strongly about not 
within the jurisdiction of this subcommittee, and we tried to find 
money we could add in the proposal. We added $105 million back 
into solar that was deleted from the budget. But we feel it is 
essential. We have taken a lot of it out of nuclear programs to 
move over there. 

Mr. YATES. Thank you. 

Mr. Fish. 


TESTIMONY OF Mr. FISH 
Mr. Fis. Thank you, Mr. Chairman. 


I appeared here with the Chairman of our Subcommittee as well 
as the Chairman—— 
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Mr. Yates. May I say your statement may be made a art of the 
record? — — SSCS a i 
Mr. FisH. Even though I have to take a slighly different. tack, | 
think the subcommittee knows from my prior appearances of my 


commitment to renewables in this area. oe - 

I did want to take this chance to go on record as than king my 
Chairman for his graciousness in the conduct of the subcommittee 
hearings which brought us to this point. Unfortunately, the au thor- 
ization bill reported by our subcommittee is in direct con lict with 
the budget proposals, as you alluded to. The subcommittee author- 
ized in the conservation of fossil areas for fiscal 1982 alone, a total 
of $629.5 million which is an add-on of $245.4 million over the 
Administration’s budget. I have not been able to support this tota’ a 

I might add we are not for a one vote. Were it not for a one vc fe 
margin that synthetic fuels demonstration project would have been 
added to this increase. As it is, we provide no funding for them bt it 
it is a very close proposition. 1 + hie a eee 

Mr. Yates. Is that good or bad? Should we not be providing 
funding for synthetic fuels? re 

Mr. Fisu. We argued successfully and the majority of one agreed — 
that the Energy Security Act provided the corporation, which has 
$20 billion in it, which these varidus demonstration projects—five — 
of them—can compete with. . a 

Mr. Yates. I was under the impression that the Synthetic Fuels _ 
Corporation was to fund projects that were ready for commercial-— 
ization rather than demonstration, as I remember the law. ty 

Mr. Fisu. We looked at the Act very carefully and decided with 
some reduction of the program, resubmission by these synthetic — 
fuel demonstration projects, that they would qualify for considera- 
tion. 

Mr. Yates. John Dean contends that the synthetic fuels are 
supposed to finance only the programs that are ready for commer- — 
cialization. We are struggling now, may I say—I don’t like to take 
up your time like this, but we are looking to the same objectives. 
We have just voted out of our committee a supplemental bill which 
defers rather than rescinds SRC-II. We are keeping both of them 
alive, because we think the contention of the Administration that 
Synfuels can fund them is invalid. They are not read for commer- 
cialization. To make them compete with all the other applications 
of Synfuels may not be the goals we find ourselves in. 

The whole energy picture is in a turmoil at the present time, and 
the question of what to fund and whether you are going to have to 
amend the Synfuels legislation, or to provide for demonstration — 
projects, I think is something all of us have to consider. 

Mr. Fisu. Our subcommittee considered exactly that point, as to 
whether an amendment would be necessary. The Administration 
testified against it. 

Mr. Yates. Would you be authorized in your committee to con- 
sider an amendment to the Synfuels Corporation Act? Does it come 
out of your committee? 

Mr. Fuqua. That would probably come out of the Commerce 
Committee. 

Mr. Yates. That is what I thought. Sorry, Mr. Fish. I didn’t 
mean to break your train of thought. 


: 
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_ Mr. Fisu. No sir. You raised a good question. We don’t provide 
any funding for SRC I and II next year. One of the objections to 
opening up the——to the basic Act is the multiple referrals that 
would be necessary. Banking as well as our committee. But what I 
am here for, Mr. Chairman, is not to be so much concerned with 
what the committee has said, but in the light of the add-ons we 
made, just to underscore them for the purposes that hopefully will 
be of value to your subcommittee, though I could not accept the 
range of figures, the particular programs that we addressed show 
the priorities we all feel. I think this may be of value to you, sir. 

Mr. YATES. Yes, thank you. 

Mr. Fisu. In the conservation area our subcommittee heard a 
great deal of testimony indicating that this is clearly the most cost 
effective and immediate alternative. Overall increase in the Ad- 
ministration proposal in this area was $115.7 million. The largest 
portion went to buildings and community systems. 

Second, industrial energy conservation. 

Third, the Energy Extension Service. As I say, I hope these 
evidences of our position will be helpful to you. Buildings and 
community systems, potential is extremely high. Over half the 
energy in buildings if for heating and cooling. In the industrial 
sector, I think this is an area where fruitful gains can be made in 
the near future. 

Furthermore, I believe in submitting the budget request for fiscal 
year 1982 the Department of Energy- has overlooked the promising 
energy contribution which could be obtained from this program if 
its very successful history to date is any indication. Two areas 
which I am particularly optimistic about are industrial co-genera- 
tion, waste energy reduction. 

Another promising conservation activity, of course, is transporta- 
tion. It is a natural target. Transportation sector uses more petro- 
leum fuel than all the other sectors combined and accounts for 26 
percent. For research done for cars of the future, we cannot expect 
the market forces to undertake that, because they are cars of the 
future, and we are dealing with an industry that is losing money 
because of its competitive position with foreign imports. 

Turning to the fossil program, the committee has made several 
significant changes in the Administration’s budget request in this 
area. But again, as with the conservation actions, the minority 
could not support the increases to the budget ceilings. In accord- 
ance with the Administration’s proposal the subcommittee has au- 
torized no additional funds for five synthetic fuel demonstration 
projects. 

Two matters that I would like to add to my prepared testimony. 
The Chairman shunned the Energy Extension Service, and I am 
sure you share my feeling that in all these matters to do with 
conservation, passive and active solar, that the two public needs 
are funding money and information. I think we have gone so far in 
the information area as to confuse people. There are so many 
places one can go now. I don’t think we can separate the jurisdic- 
tion of this committee, which is conservation, from the solar infor- 
mation centers of the overlapping in passive solar and conservation 
activities. 
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In addition to the Energy Extension Service you have the Resi- 
dential Conservation Service, and under solar you have the region- 
al service, Solar Heating and Cooling Institute. I know there are 
several others. I think we can get to the point where we have so 
many that people dispair as to which they actually should go to. — 

I do feel, and that was supported in my testimony by former — 
Under Secretary Deutsch when he appeared before us. He agreed it — 
should be streamlined to one or two. rs 

Mr. Yates. Did he agree to the testimony again before the com- 
mittee recently? 

Mr. Fuqua. Yes, in this fiscal year authorization. 

Mr. Yates. OK. ‘ 

Mr. Fisu. One further factor, even though it is not under the 
jurisdiction of our committee. As the Chairman properly said, we 
had over 20 industry witnesses who testified that, no, they did not 
foresee taking up the slack in RD&D. I think if we are going to, 
nevertheless, follow the Administration’s proposed budget guide- 
lines, that serious consideration should be given to an alternative. I 
am speaking of a hefty tax credit for RD&D. 

Mr. YATEs. You better talk to the Rostenkowski committee. 

Mr. Fisu. Could I put that in our mind, too? , 

Mr. Yates. How long should we,-wait for that? We have been 
waiting eight years for some kind of an energy program. We have 
the makings of an energy program now, and just to chop off parts 
of it because we think we can’t afford it at this time seems to me 
not to make sense. But, again, perhaps I am in the minority view 
on this. I think that there are certain things that are essential to 
our national interest. Certainly the energy field is. So I believe I 
may leave you on your recommendations and recommend to my 
commmittee to put some money in for conservation and other 
things. I hope you don’t take too much umbrage. 

Thank you. 

Mr. Fisu. Thank you. 

Mr. Fuqua. Thank you, Mr. Chairman. 

[The statement of Hon. Hamilton Fish, Jr. follows:] 
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STATEMENT OF THE HONORABLE HAMILTON FisH, JR. (R-N.Y,) 


RANKING MINORITY MEMBER 
SUBCOMMITTEE ON ENERGY DEVELOPMENT & APPLICATIONS 


BEFORE THE 
INTERIOR APPROPRIATIONS SUBCOMMITTEE OF THE 
House APPROPRIATIONS COMMITTEE 
ON 
THE DEPARTMENT oF ENERGY APPROPRIATIONS BILL For FY 1982 


May 4, 1981 


MR, CHAIRMAN AND DISTINGUISHED MEMBERS OF THE SUBCOMMITTEE, 
I WELCOME THIS OPPORTUNITY TO TESTIFY TODAY BEFORE YOUR 


SUBCOMMITTEE ON AN ISSUE WHICH I BELIEVE IS OF UTMOST IMPORTANCE 
TO THE NATION, AND IS OF GREAT PERSONAL INTEREST TO ME, I AM 
REFERRING TO THE APPROPRIATIONS FOR THE DEPARTMENT OF ENERGY FOR 
FISCAL YEAR 1982, AND IN PARTICULAR, OUR RESEARCH AND DEVELOPMENT 
PROGRAMS IN ENERGY CONSERVATION AND FOSSIL FUELS, THE WISE AND 
EFFECTIVE MANAGEMENT OF THESE PROGRAMS IS VITAL TO OUR NATION’S 
EFFORTS TO SOLVE OUR ENERGY PROBLEMS, AND REACH OUR GOAL OF 
ENERGY INDEPENDENCE, 

MR. CHAIRMAN, BUDGETARY PRESSURES HAVE PRESENTED BOTH OF 
OUR COMMITTEES THIS FISCAL YEAR WITH THEIR HARDEST CHOICES IN THE 
HISTORY OF OUR ENERGY JURISDICTION, THE RECENT INCREASES IN 
INFLATION AND OUR OVERALL ECONOMIC SITUATION HAVE MADE US 
PAINFULLY AWARE OF THE FACT THAT OUR NATION IS IN THE MIDST OF 
THE MOST SEVERE AND DEEP ECONOMIC TROUBLES SINCE THE DAYS OF THE 
DEPRESSION, 

WHILE RECOGNIZING THAT AN EFFECTIVE ENERGY RESEARCH AND 
DEVELOPMENT PROGRAM IS IN OUR BEST NATIONAL INTERESTS, | 


BELEIVE THAT IT IS OBVIOUS THAT DRASTIC ACTION IS NECESSARY TO. 
GET THE ECONOMY BACK UNDER CONTROL. FOR THIS REASON, MY 
PARAMOUNT CONCERN IN ENERGY THIS FISCAL YEAR IS TO MEET 
THE OVERALL FUNDING LEVELS RECOMMENDED BY THE PRESIDENT __ 
IN HIS ECONOMIC RECOVERY PROGRAM, AND MY REMARKS TODAY MUST 
BE VIEWED IN THIS CONTEXT, JIHIS IS NOT TO SAY THAT I HAVE 
BEEN UNANIMOUS IN MY SUPPORT FOR THE EXACT DOLLAR AMOUNTS FOR — 
ALL OF THE VARIOUS PROGRAMS WITHIN THE DEPARTMENT OF ENERGY. — 
IN SOME CASES, I BELIEVE THAT FUNDS SHOULD BE REDIRECTED TO | 
FINISH PROGRAMS WHERE FEDERAL INVESTMENT COSTS ARE SUBSTANTIAL 
AND CONTINUED FUNDING AT MODEST LEVELS WILL ALLOW US TO TAP ; 
THE POTENTIAL OF PROMISING ENERGY TECHNOLOGIES THAT ARE NOT READY 
TO BE PICKED UP BY THE PRIVATE SECTOR. ON THE OTHER HAND, WHERE 
PROJECTS HAVE BEEN CORRECTLY IDENTIFIED AS READY FOR COMMER- 
CIALIZATION, | BELIEVE THAT WE SHOULD RATIFY THE ADMINISTRATION‘S 
RECOMMENDATION TO LEAVE PURE MARKETPLACE DECISIONS TO THE 
PRIVATE SECTOR, 

As YOU MAY KNOW, THE SUBCOMMITTEE ON ENERGY DEVELOPMENT 
AND APPLICATIONS, ON WHICH I HAVE THE PRIVILEGE TO BE THE RANKING 
MINORITY MEMBER, HAS WORKED MANY LONG HOURS ON THE DEPARTMENT 
OF ENERGY AUTHORIZATION BILL For FY 1982, In THIS REGARD I 
WOULD LIKE TO COMMEND OUR CHAIRMAN, THE HONORABLE Don Fuqua 
OF FLORIDA, FOR HIS FINE LEADERSHIP AND FOR HIS YEOMAN’S 
EFFORTS THROUGHOUT THE YEAR TO HELP OUR NATION STRUCTURE 
ITS RESEARCH AND DEVELOPMENT PROGRAMS, EQUALLY 
PRAISEWORTHY HAVE BEEN THE EFFORTS OF OUR ABLE FULL CoMMITTEE 
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RANKING MINORITY MEMBER, THE HONORABLE LaRRY INN, JR. OF 
KANSAS, 

UNFORTUNATELY, THE AUTHORIZATION BILL REPORTED BY OUR 
SUBCOMMITTEE DID NOT SATISFY OUR OVERALL BUDGET GOALS, OVERALL, 
THE SUBCOMMITTEE AUTHORIZED A TOTAL OF $629.5 MILLION IN THE 
CONSERVATION AND FOSSIL AREAS FOR FISCAL YEAR 1982, AN INCREASE 
OF $245.4 MILLION OVER THE ADMINISTRATION'S REQUEST. I HAVE 
NOT BEEN ABLE TO SUPPORT THIS TOTAL SIGNIFICANT ADD. HOWEVER, 
OUR FULL CoMMITTEE MARKUP ON THE DOE BILL IS SCHEDULED TO 
BEGIN TOMORROW, AND | HOPE THAT WE WILL BE ABLE TO INFORM YOUR 
SUBCOMMITTEE OF OUR COMMITTEE ACTIONS WHEN OUR MARKUP IS FINISHED, 

AT THIS TIME, I WOULD LIKE TO REVIEW THE ACTIONS TAKEN BY 
THE ENERGY DEVELOPMENT AND APPLICATIONS SUBCOMMITTEE, AND THOSE 
WHICH I CAN SPECIFICALLY SUPPORT. IN THE CONSERVATION AREA, 

OUR SUBCOMMITTEE HAS HEARD MUCH TESTIMONY INDICATING THAT 
CONSERVATION IS THE MOST IMMEDIATE AND COST-EFFECTIVE MEANS 

TO DEAL WITH OUR CURRENT ENERGY PROBLEMS, OUR OVERALL INCREASE 
TO THE ADMINISTRATION'S PROPOSAL IN THIS AREA WAS $115.7 MILLION, 
BRINGING ENERGY CONSERVATION RESEARCH AND DEVELOPMENT PROGRAMS 

UP TO A FUNDING LEVEL OF $164.5 MILLION, THE LARGEST PORTION 

OF THIS INCREASE WENT TO THE BUILDINGS AND COMMUNITY SYSTEMS 
($29.9 MILLION) AND INDUSTRIAL ENERGY CONSERVATION ($42.6 MILLION) 
PROGRAMS, AND THE ENERGY EXTENSION SERVICE ($25 MILLION), WHILE 

I HAVE BEEN A STRONG SUPPORTER OF OUR CONSERVATION PROGARMS , IT 

IS CERTAINLY APPARENT THAT WE CANNOT AFFORD THE SIGNIFICANT 
ADDITIONS THAT WE HAVE MADE HERE, WITHOUT CUTS IN OTHER AREAS, FOR 
EXAMPLE, NUCLEAR. I WOULD HOPE, HOWEVER, THAT IN MAKING YOUR 
DECISIONS YOU WOULD CONSIDER SOME OF THE PRIORITIES WHICH HAVE BEEN 
REFLECTED IN OUR AUTHORIZATION ACTIVITIES TO DATE, 
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A SIGNIFICANT PORTION OF THIS INCREASE ($15 AFORE ING A2uay 
THE BUILDINGS AND COMMUNITY SYSTEMS AREA WENT FOR THE TECHNOLOGY 
AND CONSUMER PROUDCTS PROGRAM, THIS PROMISING PROGRAM WILL HELP) 
US DEVELOP ENERGY-EFFICIENT APPLIANCES AND CONSUMER PRODUCTS AND 
TS, TO A LARGE EXTENT, HEAVILY HARDWARE ORIENTED, © - | 

THE POTENTIAL FOR ENERGY SAVINGS IN THIS AREA IS HIGH. c&S? 36 
OVER HALF OF THE ENERGY CONSUMED IN BUILDINGS IS FOR HEATING 
AND COOLING. LIGHTING ACCOUNTS FOR 30 PERCENT OF THE ENERGY = 
USED IN COMMERCIAL BUILDINGS. MauorR APPLIANCES (icine ae 
HEATING AND COOLING EQUIPMENT AND HOT WATER HEATERS) ACCOUNT 
FOR 93 PERCENT OF RESIDENTIAL AND 70 PERCENT OF COMMERCIAL 
BUILDING ENERGY USE. WE CAN MAKE GREAT STRIDES IN REDUCING ~~ 
ENERGY USE HERE, AND THE CONSUMER PRODUCTS PROGRAM CAN PLAY A 
KEY ROLE IN THIS EFFORT, 

IN THE INDUSTRIAL ENERGY AREA, OUR SUBCOMMITTEE INCREASED 
THIS PROGRAM BY $42,6 MILLION, BRINGING THE TOTAL AUTHORIZATION. 
FOR INDUSTRIAL ENERGY CONSERVATION ACTIVITIES TO $43.6 MILLION, 
ON NUMEROUS OCCASIONS, THE SCIENCE COMMITTEE HAS HEARD ABOUT THE 
GREAT POTENTIAL OF REDUCING ENERGY IN THE INDUSTRIAL SECTOR. THIS 
SECTOR PRESENTLY CONSUMES APPROXIMATELY 36 PERCENT OF OUR NATION’S 
ENERGY, AND THUS, IT IS AN AREA WHERE FRUITFUL GAINS CAN BE MADE 
IN THE NEAR FUTURE, I BELIEVE THAT IN SUBMITTING ITS BUDGET 
REQUEST FOR FISCAL YEAR 1982, THE DEPARTMENT OF ENERGY HAS 
OVERLOOKED THE PROMISING ENERGY CONTRIBUTION WHICH CAN BE 
OBTAINED FROM THIS PROGRAM, 


Pee 


1425 
a e 


TWO AREAS IN WHICH I AM PARTICULARLY OPTIMISTIC ARE 
INDUSTRIAL COGENERATION AND WASTE ENERGY REDUCTION. OUR SUB- 
COMMITTEE ADDED $9,5 MILLION FOR INDUSTRIAL COGENERATION AND 
$15.5 MILLION FOR WASTE ENERGY REDUCTION. THE COGENERATION 
OF ELECTRICAL POWER AND PROCESS HEAT IN INDUSTRIAL OPERATIONS 
IS A POWERFUL CONSERVATION GOAL WHICH HAD BEEN GROSSLY UNDER- 
UTILIZED, AND I WOULD ENCOURAGE YOUR SUBCOMMITTEE TO SERIOUSLY- 
CONSIDER THE MERITS OF THIS PROGRAM. 

ONE OTHER PROMISING CONSERVATION ACTIVITY IS THE TRANSPORTA- 
TION ENERGY PROGRAM. THE AUTOMOBILE INDUSTRY HAS TESTIFIED | 
BEFORE THE SCIENCE COMMITTEE ON NUMEROUS OCCASIONS THAT THEY 
CANNOT COMPETE BY THEMSELVES WITH THE FOREIGN MANUFACTURERS 
IN THE COMMERCIAL MARKET, AND AT THE SAME TIME SHOULDER THE 
THE ENTIRE COST OF DEVELOPING THE AUTOMOBILE OF THE FUTURE, 

QuR COMMITTEE HAS HEARD OVER AND OVER AGAIN THAT THE INDUSTRY 
LACKS THE CAPITAL TO PURSUE PROMISING NEW TECHNOLOGY DEVELOPMENTS 
IN THE GAS TURBINE AND STIRLING ENEGINES, 

As you know, MR, CHAIRMAN, GREAT STRIDES CAN BE MADE IN 
THIS AREA. OQUR TRANSPORTATION SECTOR USES MORE PETROLEUM FUEL 
THAN MOST OF OUR OTHER SECTORS COMBINED, AND ACCOUNTS FOR OVER 
26 PERCENT OF ALL THE ENERGY CONSUMED IN THIS COUNTRY. IT WOULD 
SEEM THAT NEW DEVELOPMENTS IN ENERGY-EFFICIENT AUTOMOBILES ARE IN 
THE NATIONAL INTEREST. IN RESPONSE TO ITS GREAT PROMISE, THE 
TRANSPORTATION SUBCOMMITTEE HAS AUTHORIZED AN ADDITIONAL 
$53 MILLION TO CONTINUE THE PROOF-OF-CONCEPT ENGINE DEVELOPMENT 
PROGRAM FOR ONE (1) STIRLING AND Two (2) GAS TURBINE TEAMS, AND 
IN VEHICLE SYSTEMS AND TRUCK TECHNOLOGY DEVELOPMENT. IN MY 
OPINION, THIS PROGRAM SHOULD BE ONE OF THE DEPARTMENT'S HIGHEST 
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PRIORITIES AND I WOULD HOPE THAT WE COULD AT LEAST PROVIDE — 
SOME ADDITIONAL FUNDING IN THIS AREA TO CONTINUE THE PROOF— 
OF-CONCEPT WORK. 3 

TURNING TO THE FOSSIL PROGRAM, THE SUBCOMMITTEE HAS MADE 
SEVERAL SIGNIFICANT CHANGES IN THE ADMINISTRATION'S BUDGET 
REQUEST FOR THE FOSSIL FUELS’ AREA. THIS PROGRAM WILL ALLOW THE 
FEDERAL GOVERNMENT TO SUPPORT LONGER-TERM, HIGH-RISK PROGRAMS 
WHICH HAVE THE POTENTIAL FOR SIGNIFICANT PAYOFFS, THESE ACTIVITIES 
WILL FOCUS ON ACQUIRING THE TECHNOLOGY BASE NECESSARY FOR INDUSTRY 
TO DEVELOP AND DEMONSTRATE HARDWARE WITHOUT THE NEED FOR SUB- 
STANTIAL FEDERAL GOVERNMENT ASSISTANCE, 

IN THIS PROGRAM, THE SUBCOMMITTEE HAS SELECTIVELY INCREASED, 
DECREASED AND REDIRECTED VARIOUS ELEMENTS IN ORDER TO ACCELERATE 
THE DOMESTIC PRODUCTION OF COAL, GAS AND OIL AND TO PERMIT THESE 
RESOURCES TO BE USED IN AN ECONOMICALLY VIABLE AND ENVIRONMENTALLY 
ACCEPTABLE MANNER, THE NET RESULT OF OUR ACTIONS WAS TO ADD 
$29.7 MILLION TO THE ADMINISTRATION'S REQUEST, FOR A TOTAL 
FUNDING LEVEL OF $465 MILLION. THE SUBCOMMITTEE ALSO RECOMMENDED 
NO FUNDS FOR THE FOSSIL PRODUCTION, DEMONSTRATION AND DISTRIBUTION 
PROGRAM FOR FISCAL YEAR 1982, AS WITH OUR CONSERVATION ACTIONS, 

I AM ALSO DISAPPOINTED THAT THE SUBCOMMITTEE HAS CHOSEN TO 
EXCEED THE ADMINISTRATION’S BUDGET CEILINGS FOR THE FOSSIL 
PROGRAM, 
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SOME OF THE FOSSIL AREAS IMPACTED BY OUR ACTIONS INCLUDE 
COAL MINING AND PREPARATION RESEARCH AND DEVELOPMENT, COAL 
LIQUEFACTION, SURFACE COAL GASIFICATION, ADVANCED RESEARCH AND 
TECHNOLOGY DEVELOPMENT, COMBUSTION SYSTEMS, FUEL CELLS, OIL 
SHALE, AND ENHANCED GAS RECOVERY, . < 
QuR SUBCOMMITTEE HAS SPENT A GREAT DEAL OF TIME IN CONSIDERING 
THE ADMINISTRATION'S REQUEST IN THE FOSSIL AREA, ALONG WITH 
OTHER MEMBERS OF THE SCIENCE COMMITTEE, I HAVE STRONGLY PUSHED FOR 
AN AGRESSIVE SYNTHETIC FUELS PROGRAM THAT CAN HELP our NATION 
REDUCE ITS RELIANCE ON FOREIGN OIL SUPPLIES. IN ACCORDANCE 
WITH THE ADMINISTRATION'S PROPOSAL, THE SUBCOMMITTEE HOWEVER HAS 
AUTHORIZED NO ADDITIONAL FUNDS FOR THE FIVE SYNTHETIC FUELS 
DEMONSTRATION PROJECTS. THIS ACTION WAS BASED ON OUR BELIEF 
THAT THE DEMONSTRATION AND COMMERCIALIZATION OF FOSSIL TECHNOLOGY 
SHOULD BE THE RESPONSIBILITY OF INDUSTRY WITH THE ASSISTANCE OF THE 
SYNTHETIC FUELS CoRPORATION. FROM WHAT I UNDERSTAND, I BELIEVE 
THAT THE ENERGY SECURITY ACT WILL ALLOW THE CORPORATION TO FUND 
RESTRUCTURED PROPOSALS SUBMITTED BY THE PARTICIPANTS IN THE 
SYNTHETIC FUELS DEMONSTRATION PROGRAM, NE HOPE THAT THE 
CORPORATION WILL PROCEED AS EXPEDITIOUSLY AS POSSIBLE IN MOVING 
FORWARD WITH OUR SYNFUELS PROGRAM, ADDITIONAL FUNDING WAS AUTHORIZED 


THOUGH FOR THE OPERATION OF THE H-CoAL PILOT PROJECT IN 


CATLETTSBURG, KENTUCKY ($30 MILLION), AND THE Exxon Donor 
SOLVENT PILOT PLANT ($30 MILLION) IN Baytown, TEXAS. 


2iT ay 


SuncoWWi Ties “To consipeR HESE Ph TIES. 
Marion's eWeRGY RD PROGRAMS MUST BE CARE 


| OUR NEED FOR A SUCCESSFUL ECONOMIC RECOV 


MR, “CHAIRMAN, THANK YOU FOR THE E OPPORT at T 


SUBCOMMITTEE. I WILL BE PLEASED * To ge 


(2: [94 GHEs Va Gee SjA2080 
THE OTHER MEMBERS MAY HAVE, cage 


ek MAO a Sibi. 


. (23508 
y ) 


a3... 


} 
f 
] 
P 
, 
» 


ie, record. 


1429 


‘Mr. YATES. Mr. Glickman. 
_Mr. GLickMAN. Thank you, Mr. Chairman. 
Mr. Yates. Let me first say your statement may be made part of 


TESTIMONY OF Mr. GLICKMAN 


Mr. GLICKMAN. I am on the subcommittee of Mr. Fuqua’s full 
committee. That is part of the Department’s energy conservation 
budget. We have passed two basic bills, one having to do with 
electric vehicles, one the Automotive Propulsicn Act. They were 
long established programs to try to get basic research, systems 
technology research and new automobile engines and technology to 
help our automobile industry compete with the Japanese. 

Basically, the Administration has recommended that the present 
proof of concept approach to the automobile engines be scrapped. 
All we could do is what is called generic R&D. I will briefly 
reiterate what we have. We have two engine programs being 
funded within the department. One has to do with the Stirling 
engine. The other is the gas turbine. Recently, several of us went 
up to the Lewis Research Center in Cleveland where we talked 
with a representative of the Ford Motor Company. They presently 
have two contracts out on the turbine. One is basically with the 
Ford group, one with the GM group. 

There is one contract out on the Stirling engine. Both are in 
what is called the proof of concept phase. I am convinced the 
automobile companies really wouldn’t be going ahead with this 
research without the government work. What the Administration 
basically has proposed is that we eliminate it. 

Mr. YATES. That is a very important point. Yes, the Administra- 
tion says let the automobile companies do their own research. 

Mr. GLICKMAN. That is correct. 

Basically what we have been told is that while they are doing a 
lot of their own research, that this is the kind of basic research 
that they would not be doing because it is all very, very high risk. 
In any event, we added funds for this. The Administration cut 
completely the programs except for what is called generic R&D. 

Mr. YATES. Whatever that means. 

Mr. GLICKMAN. Well, you know, a little work on composites here 
and a little on materials there. Nothing to do with creation of an 
engine to see if it works. We added $33 million back into their 
budget, which is still much less than the Carter recommendation. 
This permits continuation of two gas turbines and one Stirling 
proof of concept at a reduced level. 

One reason for funding both turbines is that until the engine is 
tested there wouldn’t be a basis for picking only one. I have reason 
to believe talking with both the GM and Ford groups that they 
themselves understand that they are still not ready for the decision 
of picking the one engine. 

Now, I am coming to you while I am not sure—as Mr. Fuqua was 
indicating, what we are going to do with these programs within the 
Science Committee. But we have two productive systems technol- 
ogy, proof of concept approaches of these kinds of engines, Stirling 
and gas turbine, which could result in 40 percent improvement in 
fuel economy in the next several years. That is something that is 
far more beneficial to the automobile companies than putting man- 
datory import quotas on Japanese cars. This is something that 
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really might have some merit to it. I present it to you because I 
hope, at a minimum, we fund at least one of those, preferably two. 
Mr. Yates. Speaking for myself, I think we are inclined to go 
along with our recommendation. : 

Mr. GLICKMAN. The other thing we did was in the electric pro- 
gram. Here the Administration recommended deep cuts. We felt 
essentially the goals of the program could be met even with the 
cuts. 

Mr. Yates. Insofar as the purchase of the number of vehicles. 

Mr. GLICKMAN. That is correct. We felt basically it is nice to 
demonstrate vehicles, the development of electric vehicles in this 
country would be more helped by research into batteries and a 
variety of issues other than demonstration programs. We went 
ahead with Mr. Reagan’s proposals there. It is in the systems 
technology proof of concept on the gas turbine engines where we 
have some real problems. . 

I might add there is another issue that comes within the subcom- 
mittee’s jurisdiction that I thought I would mention. Last year we 
enacted a bill called the Methane Transportation Research and 
Development Act. Basically, fueled cars on natural gas, where it 
came from animal waste, natural gas in the ground, coal seams or 
urban sludge, the waste from it. Now, we are running some cars on 
natural gas in this country. 

The purpose of the bill was to deal with the scientific, environ- 
mental and safety road blocks, and transportation of gas—how you 
get it from one place to the other—in order to get the private 
sector interested and begin lending money and developing the tech- 
nology. Many countries, by the way, are doing much in the area of 
fueling cars on natural gas. Very low emissions, great potential. 

The Administration has decided not to fund demonstration proj- 
ects within this bill. Basically, this bill is modeled after the Electric 
Vehicle Act. We agree with that, but their budget calls for no 
funding whatsoever on basic R&D, even on what I call the generic 
research R&D, on whether natural gas is safe, how do you transmit 
it, all that kind of thing. I think we need some basic funds. 

Mr. Yates. How much money do you think we ought to put in? 

Mr. GLickMAN. I don’t know. Under a million dollars. I am 
talking about maybe six figures just to indicate—— 

Mr. YATES. Congressional interest. 

Mr. GLickMAN. Yes, and the fact there is no question running 
vehicles on natural gas is feasible and can be dramatic in terms— 
particularly for fleet use—of petroleum consumption. 

Mr. Yates. More optimistic, are you, in this field than the elec- 
trical field? 

Mr. GLickMAN. I wouldn’t say that, I won’t make a judgment on 
which is better. 

Mr. Yates. How are we doing with the batteries? 

Mr. GuickMAN. Fair. There has been some real concern by some 
in the private sector that the Department of Energy is not—— 

Mr. Yates. Not interested? 

Mr. GuiickMAN. Not so much not interested, but not dealing 
efficiently and effectively with the battery research. I am not sure 
what we can do. 

Mr. Yates. Did your committee go into that question? 
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Mr. GLICKMAN. We don’t have direct jurisdiction in a lot of those 
areas. That is in Mr. Fuqua’s subcommittee. I still happen to 
believe battery research is going to be the key to a large part of 
reducing fuel consumption. Driving cars on natural gas is also 
almost as feasible particularly for fleet use, large vehicle use. 
Mr. Yates. The committee would appreciate your subcommittee 
doing further consideration on it and giving us budgetary recom- 
mendations. 

Mr. GLICKMAN. That is in Don’s subcommittee, isn’t it? The 
battery? Some is in mine, some in his. In any event, we will try to 
get you some specific numbers on the natural gas. 

Mr. Yates. The third thing—you mentioned this before—was the 
FDR Memorial Commission? 

Is that within your jurisdiction? 

Mr. GuickMAN. No, it is not. This is a personal issue that I have 
here. I just hope you will do whatever you can to strike those funds 
this year. | 

Thank you. 

[The statement of Hon. Dan Glickman follows:] 
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HONORABLE DAN GLICKMAN 
REMARKS TO 
INTERIOR APPROPRIATIONS 
May 4, 1981 


MR. CHAIRMAN, I VERY MUCH APPRECIATE THE OPPORTUNITY. 
TO BE HERE TODAY. MY PURPOSE IN REQUESTING TIME IS TO RE- 
PORT ON CERTAIN ACTIONS TAKEN BY THE SUBCOMMITTEE ON TRANS- 
PORTATION, AVIATION, AND MATERIALS IN AUTHORIZING THE DOE 
TRANSPORTATION PROGRAM FOR FY ‘82, 

] SHOULD CLEARLY POINT OUT THAT THE FULL SCIENCE Com- 
MITTEE HAS NOT ACTED YET. SO, ALTHOUGH I DON’T EXPECT ANY 
CHANGES IN OVERALL DIRECTION, | CAN’T SAY THAT OUR EXACT 
NUMBERS WILL PREVAIL. 

NEVERTHELESS, I] FEEL IT MAY BE HELPFUL TO DISCUSS 
BRIEFLY THE UNDERLYING REASONS FOR OUR ACTIONS. 

As YoU KNOW, TRANSPORTATION IS PART OF THE DEPARTMENT'S 
CONSERVATION EFFORT. AND IT IS AN EXTREMELY IMPORTANT PART 
OF THAT EFFORT. [THE TRANSPORTATION SECTOR CONSUMES OVER 


HALF OF THE PETROLEUM IN THIS COUNTRY. SO IF WE RE SERIOUS 
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ABOUT REDUCING FOREIGN DEPENDENCE, WE MUST BE SERIOUS 


ABOUT TRANSPORTATION, AND THIS MEANS BEING SERIOUS ABOUT 


; 


_ THE AUTOMOBILE, 


SEVERAL YEARS AGO, THE COMMITTEE, IN TWO PIECES OF 
HARD-WON LEGISLATION, ESTABLISHED PROGRAMS TO DEVELOP AL- 
TERNATIVES TO THE INTERNAL COMBUSTION ENGINE, IN THE 
YEARS SINCE, WE, ALONG WITH YOUR SUBCOMMITTEE, HAVE FULLY 
SUPPORTED THESE EFFORTS, 

BuT NOW, JUST AS THE FIRST MAJOR MILESTONES ARE BEING 
REACHED, THE ADMINISTRATION HAS RECOMMENDED THAT THE = 
PRESENT “PROOF-OF-CONCEPT. APPROACH”BE SCRAPPED. INSTEAD, 
THEY SUGGEST A MUCH LOWER-LEVEL "GENERIC R&D” pRocRAM, 
THIS WOULD MEAN TERMINATION OF THE THREE MAJOR DEVELOPMENT 

! CONTRACTS (GM, GaRRETT/ForD AND M.7.1.) AND ABANDONMENT OF 
THE PRINCIPLE OF FEDERAL SUPPORT FOR LONG-TERM, HIGH-RISK 
AUTOMOTIVE TECHNOLOGY DEVELOPMENT. IT WOULD MEAN WITH- 


DRAWAL FROM PROJECTS THAT ADDRESS THE SINGLE MOST IMPORTANT 


CONSUMER OF FOREIGN PETROLEUM --- THE AUTOMOBILE. AND Tina 

WOULD PULL THE RUG OUT FROM UNDER TECHNOLOGIES THAT FORD __ 

AND GM RAE TOLD ME MAY BE VERY IMPORTANT TO THEIR FUTURE, 
AccorRDINGLY, Mr. CHAIRMAN, THE SUBCOMMITTEE IS 


OPPOSED TO ANY CHANGE IN THE BASIC THRUST OF THESE PROGRAMS, 
AT THE SAME TIME, WE BELIEVE THAT SOME ECONOMIES CAN BE- 
ACHIEVED WHILE STILL MAINTAINING THE KEY TECHNOLOGY WORK. 


ae aS eee 


a 


ACCORDINGLY, WE ADDED A TOTAL OF $33.0 MILLION TO THE 
ADMINISTRATION'S REQUEST FOR VEHICLE Propucsion R,DaD, 
THIS WILL PERMIT CONTINUATION OF TWO GAS TURBINE AND ONE 
STIRLING PROOF-OF-CONCEPT DEVELOPMENTS, ALTHOUGH AT A 
REDUCED LEVEL. OUR REASON FOR CONTINUING WITH BOTH GAS 
TURBINES IS THAT UNTIL THE MOD I ENGINE IS TESTED NEXT 
YEAR, THERE WON'T BE A BASIS FOR PICKING ONLY ONE. AFTER 
THAT TIME WE MAY BE ABLE TO ELIMINATE ONE OF THE COMPETITORS, 


THE OTHER MAJOR AREA CONTAINED IN THE SUBCOMMITTEE’S 


AUTHORIZATION IS THE ELECTRIC VEHICLE PROGRAM. HERE, THE 
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ADMINISTRATION IS SUGGESTING SOME VERY DEEP CUTS; BUT 
WE FELT THAT THE ESSENTIAL GOALS OF THE PROGRAM COULD 
STILL BE MET. SO, WE ACCEPTED THESE CUTS AS PROPOSED. 

MR. CHAIRMAN, THAT CONCLUDES MY STATEMENT. | 
WOULD BE HAPPY TO ANSWER ANY QUESTIONS, BUT BEFORE I Do, 
I WOULD LIKE TO ADDRESS TWO OTHER MATTERS OF PERSONAL 
CONCERN TO ME WHICH FALL WITHIN YoUR SUBCOMMITTEE’S 
JURISDICTION, : 

FIRST} AS YOU MAY RECALL, LAST YEAR WE ENACTED 
LEGISLATION PROVIDING FOR A RESEARCH DEVELOPMENT AND 
DEMONSTRATION PROGRAM RELATING TO THE USE OF METHANE AS 
A TRANSPORTATION FUEL. AS I'M SURE ALL OF THE MEMBERS 
OF THIS SUBCOMMITTEE ARE WELL AWARE, METHANE CAN BE RE- 
COVERED FROM A WHOLE RANGE OF SOURCES: COAL AND COAL 
SEAMS, URBAN WASTE AND SLUDGE, FEEDLOT WASTE AND NATURAL 


GAS, JUST TO CITE A FEW. TECHNOLOGY HAS BEEN DEVELOPED 
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FOR USING METHANE AS A VEHICULAR FUEL; HOWEVER, IT HAS 
NOT BEEN USED EXCEPT ON A VERY LIMITED BASIS - IN THIS 
COUNTRY BECAUSE OF CONCERNS THAT ENVIRONMENTAL OR SAFETY 
REGULATIONS MIGHT POSE ROADBLOCKS. ALL OF THE EXPERI- 
ENCE OVERSEAS AND SCIENTIFIC EXPERIMENTATION HAS BEEN 
POSITIVE ON BOTH COUNTS, BUT, WE ALL KNOW FEDERAL Roe 
LATORS, AND YOU CAN'T BLAME PRIVATE INVESTORS FOR BEING 
HESITANT UNTIL THEY GET SOME WORD FROM OUR GOVERNMENT. 
I CAN ACCEPT THE ADMINISTRATION'S DECISION NOT TO 
FUND METHANE VEHICLE DEMONSTRATION PROJECTS IN LIGHT OF 
OUR TIGHT BUDGETARY SITUATION. BUT THE FACT THAT THE 
BUDGET SUBMISSION CALLS FOR NO FUNDING WHATSOEVER IS, 


IN MY VIEW, SHORTSIGHTED, IF WE ARE SERIOUS ABOUT DIVER- 


SIFYING THE ENERGY OPTIONS FOR OUR TRANSPORTATION SECTOR, 
RESEARCH AND DEVELOPMENT SUPPORT FROM THE FEDERAL GOVERN- 
MENT DOES NEED TO REMAIN AVAILABLE. I, THEREFORE, URGE 


THE COMMITTEE TO INCLUDE FUNDS FOR THE RESEARCH AND 


: 
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DEVELOPMENT ACTIVITIES AUTHORIZED UNDER PuBLic LAw 96-512, 
THAT WILL ALLOW THE DEPARTMENT OF ENERGY TO PROCEED WITH 
WORK ON METHANE STORAGE AND TRANSMISSION EQUIPMENT. IT 
WILL ALLOW US TO MAKE SURE THAT METHANE VEHICLE TECHNOLOGY 
WILL MEET FEDERAL REGULATIONS SO THAT THE PRIVATE SECTOR 
CAN GO FROM THERE, 

AND, SECOND, AS I KNOW YOU ARE AWARE, Mr. CHAIRMAN, 
I THINK YOUR SUBCOMMITTEE SHOULD STRIKE FUNDS REQUESTED 
FOR THE FRANKLIN DELANO RoosEVELT MEMORIAL COMMISSION, 
As I AM SURE THE MEMBERS OF THIS SUBCOMMITTEE ARE BETTER 
AWARE THAN I, THAT COMMISSION HAS BEEN IN EXISTENCE SINCE 
1952 AT A CUMULATIVE COST OF NEARLY HALF A MILLION DOLLARS. 


THE IRONY OF IT ALL IS THAT PRESIDENT ROOSEVELT HIMSELF 


SAID THAT HE DID NOT WANT A MEMORIAL BEYOND THE SMALL 


BLOCK OF GRANITE NEAR THE ACHIVES ON PENNSYLVANIA AVENUE. 


MEMORIALS; ALL OF THEM HAVE BEEN SHELVED, 


s)= TC 2 ‘ - ~ 

i* = z jd : J F < S 

Y p= ae —— — ex ~ v ~ a = 

4 t Se Se fy _ S ry - 

VUIY 3 pete) es JN UU) BOL 


3 ee 
ay Tre MITL Toe 
: AND Nijth THE | 
a ee ae ar = 5 


caren 200 U3 SNIATe Clone IAT TRANS 
ST UNTEL * RD ROH OUR 
“hotee 2 1MMOD pees T.13V3200! A ovksad 


a a _ 
THE Ami ISTRATION’ S ve EOF: 
3TTIMMODaUC 2@IHT 40 2Aaar 


e 7 
- 
j 
: 


1439 © 
~~ * - MAGNETOHYDRODYNAMICS (MHD) 


WITNESSS 


HON. ALBERT GORE, JR., A REPRESENTATIVE IN CONGRESS FROM THE 


STATE OF TENNESSEE 


Mr. Yates. Mr. Gore. 
Mr. Gore. Good morning. 


~ Mr. Yates. We are glad to have you testify this morning. You 


are here for MHD, I see. 


~ Mr. Gore. It is not the first time. 
Mr. Yates. I mean openly. 


Mr. Gore. Right. I will submit the entire text for the record. 

Mr. YATES. Your text may be made a part of the record. 

Mr. Gore. I appreciate the position taken by the subcommittee in 
the past, Mr. Chairman. You and I have had more conversations on 
this subject than either of us can remember offhand. Basically, the 
problem is that the Congress and country over the last eight years 
have painfully and slowly worked out a consensus plan that will 
solve the country’s energy crisis. 

Our task in the Congress is to avoid the pendulum mentality 
that swings from one extreme to the other during a time of crisis. 


We are falling all over ourselves to propose to appropriate more 


money than can possible be spent. Then when there is a temporary 
false relaxation, there is a misleading sense of calm that leads 
many to make unwise savings at the expense of what are really 
national security programs. 

One of the interesting additions to the debate on energy has 
come recently with the translation of Sheik Yamani’s recent 
speech to the OPEC nations, trying to justify the Saudi Arabian’s 
continued insistence on a ten million barrel per day output. He 
confirmed in that speech what many have long suspected—that 
Saudi Arabia keeps a very close eye on this country’s efforts to 
produce substitutes for imported energy, and to make an effective 
transition away from an oil based industrial sector. 

We begin to get together the effective resolve and determination 
in the country, and translate it into bricks and mortar and ongoing 
efforts to make that shift, then the price softens or the supply goes 
up, and a lot of Americans take the bait. It is like Charlie Brown 
and the football. Surely, we will learn sooner or later. 

Thank goodness this subcommittee has shown an understanding 
of that ruse during the times of emminent crisis perceptible to 
most Americans. This subcommittee has wisely resisted vast in- 
creases in funding in a way that couldn’t be spent. I have been 
here on occasions in the past trying to get increases for MHD, I 
know, and I have learned from this subcommittee the wisdom of a 
steady course of development. 

On this occasion, of course, the pendulum is at the other ex- 
treme. Each time we go through this cycle, the next crisis brings us 
to a new plateau of urgency. And the next cycle on the other side 
brings us to a new plateau of ideology. If we once again fall for this 
ruse, it is a mistake. So having spent $400 million in the MHD 
program to get to the development stage, to suddenly cut it off 
completely, without retaining the benefits of the development that 
we have gotten to in an orderly, progressive way is really short- 
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sighted in the extreme. This is precisely what they are proposing to 


do. 

Now, there are some rookies over at the OMB—— 

Mr. YATES. Yes. 

Mr. Gore. Let me just read you what their specific justification 
was. ~ve 

Mr. YATES. That sounds like a euphemism to me. 

Mr. Gore. Perhaps an impertinent euphemism as well. But what 
they said—Fred Kadouri, and he is a good fellow, he was David 
Stockman’s Administrative Assistant, or Energy Assistant on the 
Commerce Committee. I know him well. He has really got his 
hands full with his massive solution to the energy crisis he has put 
together. He is not familiar with all of it by any means. They are 
shooting from the hip, and they don’t know what the effects of the 
decisions are. | 

What he said about MHD was well, he saw that if this thing 
works, in a couple of years we are going to have to greatly increase 


the funding for a large plant. Since we are determined not to make 


that expenditure a couple of years from now, we decided it would 
be smart just to cut it off completely now and save us the pain of 
that decision two years from now. Well, of course, if it works, there 
will be some benefits, as well as liabilities. 

Beyond that, the two year time frame he had was all out of 
whack. It is at least five years before that plateau will be reached. 
But let’s go through with the development program at least and 
get the results of the work we have done up to this point. That is 
basically my message, and I hope that the subcommittee will per- 
sist in what I think is a wise course of action in avoiding this 
action. 

Mr. Yates. I think the subcommittee agrees with your Sheik 
Yamani speech. The action supported by the full committee last 
week taken by the subcommittee, was that we rejected recission of 
$6 million for MHD so that could go forward for fiscal year 1981. 
We also not only accepted the Administration’s recommendation— 
$1,300 million for the strategic petroleum reserve, but we moved 
forward. 

Mr. Gore. Yes, and I was so delighted by that, yes sir. 

Mr. Yates. So they can start buying and really move forward in 
filling our reserves. 

Mr. Gore. Since that time, both the Washington Star and Wash- 
ington Post have entered this debate. That got lost in the shuffle, 
the strategic reserve. It is not something that ought to be played 
around with. 

Mr. Yates. But we will go forward. We agree with the conclu- 
sions you have drawn, and we will try to be a responsible commit- 
tee. 

Mr. Gore. I am most comforted. I appreciate the chance to come 
once again. 

Mr. Yates. Thank you. 

[The statement of Hon. Albert Gore, Jr. follows:] 
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tiltns.2S Ra EE ; & coapls. 
In at least partial, Getty tase this L 
Edwards promised in his address to the National J F 
to continue the policy of the previous Energy § 
Duncan of focusing on the international. ramifications | of 
and programs. He stated, "The only way to decrease | our 
oil --which cost $78 billion in 1980-- is to. increas 
and production," Peters the " “tr 


i Tir eb ‘ni. ; 
Saat ey every important eee, Se: U. ae energy resources oo = 
need for U.S. development of our vast coal resources. The Energy ioe 4 
Agency's "1980 Annual Report to Congress", like most other studies, | 
no significant gain in démestic oil production or production of U.S. ral 
gas. The International Energy Agency has urged all members of the Organiz, 
for Economic Cooperation and we Abee Ougenas to ences od bia ages abil 
to utilize coal as a resource. re \ rth 3 
mae ye! : * eS, 


. Most energy research and environmental eS) Seer assume that ¢ s Gee 
energy independence through coal is a dirtier environment. This would indeed 
be a high cost to pay. It is a cost we should not be quick to accept. Therefi 
we must make it a national. priority to speed development of clean energy -echno 
whose power generating capapbilities greatly eliminate the trade-off between 5 
a clean environment and energy independence. JUL We my veg 


MHD can be just such a technology. It isa process in which fuels are burned 
at very high temperatures, producing a gas which is then passed through a ne aa ' 
magnetic field to generate electricity. Because the high temperatures cause vasant 
a virtually complete combustion of the fuel used, it greatly reduces the pollution 
from conventional coal fired plants. ‘ ee. 

Tests conducted this month at the MHD facility at the UTS Institute held 
pollution to 1/7 of the level the Fnvironmental Protection Agencypas set as an > 
acceptable air quality standard for both sulfur and nitrogen oxide emissions. 
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This dramatic pollution control would not only allow the U.S. to use its extensive 
deposits of high-sulfur coal, but would also help to alleviate the problen of 
acid rain, which the Canadian government calls the single most serious problem 
effecting its relations with the United States, not to mention its effects on our 
own country's environment. 

eet forms of combustion produce oxides of sulfur and nitrogen, which 
combine with atmospheric water and often fall hundreds of miles away from their 

_ point of origin. The control of acid rain has been and remains a major issue in the 

drafting of the Clean Air Act. 3 


aia has vigorously erties attempts to control acid rain by requiring 
capital investments in stack scrubbers to wash the coal smoke with chemicals. 
The Fdison Electric Institute estimates that a scnibber for an average sized 
700-megawatt plant requires a capital investment of about $115 million, and costs 
about $2000 per hour to operate. 


The potential of MHD technology is, however, not limited to pollution control. 
Tests have shown that it will increase the real energy extracted from each ton 
of coal by about 50%. In this way, the cost of clectricity generated in the 
‘MHD system will be about 20% cheaper than conventional coal generated electricity. 
MHD is really a topping cycle, allowing us to burn coal at a much higher rie Be 
ature, which dramatically improves the efficiency. 

Considering the promise of the MHD technology, why has the Administration 
reconmended termination of federal support? Its own guidelines for the federal 

- role in energy development enphasize longer term, higher risk R & D with a high 
potential payback. MHD is just a such a technology because commercialization is 
still some several years away. 


Terminating support for MHD technology not only contradicts the Administration's 
own guidelines for federal R & D involvement, Be also invloves incredible waste 
of taxpayer money: Nearly $400 million have b%en invested in the technology 
between 1971 and 1981, with 75% of this expenditure in the last four years. 


During this period, a professional staff of over 1000 scientists, engineers and 
technicians has been assembled and trained in the skills associated with this 
technology. Between 1978 and the present, approximately $200 million has been 
directly invested in three principal new and sophisticated experimental facilities. 
Testing in hese new facilities has just commenced during the last four months and 
the initial phase of testing will require 18 to 24 imsnths to canplete. 


The technical effort Supporting our MHD pro;ram is csmscially outstanding. I 
recently received a copy of a letter to canon Wn Pua of the Science and 
Technology Committee from Professor William Kays, k-an of the School of Engineering 
at Stanford University, who states that engineering students attracted to the 
MHD program have been among the most talented in our universities. He further 


observes that an important new cnuyineering discipline is developing through 
the MHD program which combines mechanical engineering, fluid mechanics, and 


electromagnetic theory.’ He feels that this combination of engineering skills 
will be extremely important in leading to future technological progress. I am 
personally convinced that this assessment by Professor Kays is correct and that 
the quality of engineering and scientific work in this program is hich. With 
the’ new MHD facilities which have just been completed, I feel that the cnality 
of the program and the cuality of the research team will becore even more 
evident through the resuits achieved. 


A moderate research and developrent phase of the MHD program will cost about 
million per ye r the next three years. Mr. Rog . Lecassi 
40 mill is year for the next three years. Mr.. Roger A. Leva e, 
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initiate the mothballing effort for all of the R&D £ 

which we have just completed. If the Administration 3 

in this plan, and then it later becomes important to re 

this promising R&D effort, I fear that the majority.of the 
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Acuinistration felt it would say no to that facility in two years, 
no now and save more money. Ap 
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Why should the impending decision on a Gemonstration plant "in about two years," _ 
which actually is at least five years away even under the DoE schedule, be used Sele. 
as a justification for halting the R & D phase which leads to that decision? The 7 
R & D phase is separate and distinct from-the demonstration compercialization = 4. | 
phase. : to hina Sie 
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use this rationale, that an R & D effort should be terminated wien it ott % 
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rl esa toa comercialization cecision 4t son soint inthe £2c-res fe ae CLEOAT 2, ies 
th really good R&D would have to be stocpad inmediately. In fact, OB _ 
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ces not have a valid technical arcuwvent acainst, HD and apparently cannot construct 
a consistent policy argument to justify the termination. ot ili O8¢ 
Mr. Chairman, I hope that your committee will continue to support efforts to 


restore a moderate MHD program, which will lead to the orderly development of an 
MHD technology base. 
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~BOUNDARY WATERS CANOE AREA/PEAT GASIFICATION 
betinaiocs? WITNESS 


HON. JAMES L. OBERSTAR, A REPRESENTATIVE IN CONGRESS FROM 
_THE STATE OF MINNESOTA 


~Mr. Yates. Mr. Oberstar. 

~ Mr. OBerstar. Thank you, Mr. Chairman. 

Mr. Yatres. We welcome you again, Mr. Oberstar. Is this for 
boundary waters? 

Mr. OperstaRr. Two for one this morning, Mr. Chairman. Bound- 
ary waters and peat. 

Mr. YATEs. Your statement may be made a part of the record. 

Mr. OpeErsTAR. Thank you. 

This subcommittee has truly carried forward the commitment of 
Congress over the past several years in providing virtually full 
funding for the programs authorized by the Boundary Waters 
Canoe Area Wilderness Act—Public Law 95-495. It was not my 
bill, but the Congress passed it and it is law. I want to thank you, 
Mr. Chairman, for your great personal interest in this appropri- 


ation. 


Mr. Yates. Thank you. 

Mr. Oserstar. The Senate has accepted the figures approved by 
this subcommittee. In fiscal years 1980 and 1981, it has been the 
amount recommended by this committee that has become law. 

Mr. Yates. Thank you. 

Mr. OserstAR. Public Law 95-495 quite clearly indicated a com- 
mitment to manage the Boundary Waters Canoe Area along cer- 
tain lines, while at the same time recognizing the equities of the 
situation. You have been very mindful as have others, including 
our colleagues, Mr. Murtha, and Mr. McDade, who have recognized 
the obligation, legal and moral, on the part of the Federal Govern- 
ment. 

The Carter Administration recommended a $14.7 million budget 
for fiscal 1982 for Boundary Waters. The Reagan Administration 
has requested first, a recission in the current fiscal year of 
$400,000. For fiscal year 1982, it requests only $7.95 million, a $6.7 
million decrease from the Carter budget. 

In my testimony this morning I wish to discuss the effect of this 
reduction in two areas: 1) resorts and 2) forestry. I am requesting 
this subcommittee to appropriate $13.5 million, a $5.5 million in- 
crease over the Reagan budget, but a decrease from the current 
fiscal year. 

First, the resorts. I am asking the subcommittee to restore $2.5 
million for the Land and Water Conservation Fund purchases re- 
quired under section 5 of the Act. There are 19 resorts that are in 
one stage or another of acquisition, six already bought, two are 
under option, four have rejected the appraisal and are reconsider- 
ing. 

One resort has sued the Forest Service in the Court of Claims. 

Five other resorts are now being appraised with an estimated 
value of $2.3 million. 

Another resort is considering an offer for land purchase. 

Six more are expected to seek acquisition in fiscal 1982. Section 5 
requires—and I must emphasize—requires the Forest Service to 
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buy those resorts. There is an obligation there, and I am asking 
that $2.5 million be appropriated for that purpose. 
Secondly, forestry—the Boundary Waters Act of 1978 terminated 


timber harvesting in the BWCAW, the Forest Service and the State | 


committed to replace the last yield of the BWCAW with timber 
produced on Federal and State lands outside the BWCAW. The 
State went forward with a commitment to put up State funds to 
match $3 million a year from the Federal Government. The coun- 
ties have also committed about a half a million dollars in county 
funds to move ahead with intensified forestry management. 

To date, with these funds, 37 million seedlings are now ready to 
be planted. If the Reagan budget goes forward, the State will 
simply have to plow under those seedlings. There is no way they 
can move ahead to undertake the planting. 

Mr. Yates. How much money is represented by that? 

im OBeERSTAR. Those seedlings have a market value of about $1.2 
million. . 

Mr. Yates. How much money is represented by the planting? 

Mr. OBeErsSTAR. That is about a $6 million effort. ? 

Mr. YatEs. Is it? 

Mr. OserstarR. More than that, about a $7 million effort when 
you consdier the Federal, State and county. The State bought the 
equipment, cold storage, and seed extraction equipment to acceler- 
ate the amount of seed to be planted. Eleven million of those 
seedlings are to be planted on Federal forestry land including 
Bureau of Indian Affairs lands in Minnesota. If we don’t go ahead 
with the program now, we are going to set back the whole forestry 
program probably ten years. That is our third largest industry in 
the State of Minnesota. You have agriculture, mining and forestry. 

Mr. YATEs. And tourism. 

Mr. OBErstTaR. And tourism is about fourth. 

On peat, Mr. Chairman, you know Minnesota is at the end of the 
energy pipeline. So are most of the northern tier States. But we do 
have reserves of peat. The peat in the lower 48 States of this 
country represents an equivalent of 240 billion barrels of oil. The 
significance is not only that it is an alternative to imported energy, 
but that it occurs in those States which are otherwise energy short. 

Since 1974, a program has been underway in our State of Illinois 
at the Institute of Gas Technology. 

Considerable progress has been made toward a determination of 
the commercial feasibility of gasifying peat. A pilot plant has been 
developed now. Now, they are at a takeoff point. They need one 
more year to go ahead and prove this technology. We have spent 
over $20 million. This committee has made it all possible by the 
funds that you have appropriated. 

Mr. YATES. With your assistance. 

Mr. Operstar. I am just suggesting we take that one more step. 
The gasification of peat will serve as the energy source for direct 
reduction of iron ore, if we come to that point, which will keep 
Minnesota's iron mining industry competitive and help shore up 
the nation’s steel industry. 

Mr. YATES. Thank you very much, Mr. Oberstar. Your statement 
may be part of the record. 

[The statement of Hon. James Oberstar follows:] 
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STATEMENT OF HONORABLE JAMES L. OBERSTAR, M.C. 
MAY 4, 1981 
SUBCOMMITTEE ON INTERIOR AND RELATED AGENCY APPROPRIATIONS 

Mr. Chairman, Members of the Subcommittee. I am hace TSBhY 
to testify on behalf of two appropriations of great importance 
to the people I represent in the House: funding for programs 
tice ad by the Boundary Waters Canoe Area Wilderness Act, 
PL 95-495, and for research into the use of peat as a source 
of energy. : 

In 1979, and again last year, this Subcommittee acted 
to ensure that the Congress fulfilled a commitment to the 
people of Minnesota. 

Public Law 95-495 imposed restrictions on the use of 
the Boundary Waters Canoe Area Wilderness in my district. In 
enacting those restrictions, Congress authorized several 
programs to mitigate the law's negative impact on the people, 
communities and small businesses in the area around the 
1,077,000 acre wilderness area. 
This Subcommittee, more than any other Committee in 

either the House or the Senate, has responded to the commitments 


made at the time of the enactment of PL 95-495. 


In Fiscal Years 1380 and 1981, the Subcommittee approved 
additions to the Administration budgets totalling approximately 
$6 million. 

I have appreciated the consideration that this Subcommittee, 
and the Chairman, particularly, has given to the requests 
that I have made on behalf of my constituents. The gentleman 
from Illinois has become one of the House experts on this 
appropriation, as on every other issue that comes before his 
Subcomnittee. 

In January, the Carter Administration submitted a 
budget requesting a total of $14.7 million for BWCA proarams. 
which represented a slight increase over the FY 1980 and FY 


1981 appropriation of $13.9 million. (In each of those two 
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years, the amount approved by this Subcommittee was the 


amount ultimately signed into law.) 


While I would like to have seen some adjustments in the 
January budget, it was a fair request, and I would have | si. * 
Supported it. 

The Reagan Administration proposes to reduce the request — 
by $6.7 million to approximately $7.95 million. rons 

The Administration has made a grevious error in proposing ~ 
this budget cut. I cannot support it. The issue is not a 
partisan one--of a Democratic or Republican budget. When 
President Carter in 1979 requested an inadequate appropriation 
for BWCAW programs, I criticized that request. The anprip eae sg 
of funds for BWCA programs has bi-partisan support in our 
Minnesota delegation and in Minnesota: 

I have worked with our two Republican Senators on this 
issue Since they first came to office in 1978; they support 


full funding of the BWCAW Act programs. The Republican 


Governor of Minnesota and the State's Democratic Legislature 
have provided the financial Support to which they had pledged 
for BWCAW programs. 

The Reagan request leaves the federal government in the 
position of being unable to fulfill its obligations under a 


law passed by the U.S. Congress less than three years ago. 


While I would prefer that the Subcommittee approve the 
Ganuary request of $14.7 million, or at least maintain 
funding at the current level of $13.9 million, I recognize 
the constraints under which this Subcommittee and all of us 
in the House must act this vear. Fiscal restraint, however, 
will not excuse the failure to fulfill the legal obligations 


of the federal government. 
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"4 °aSK THAT tnis SubcomMittce Make two substantial 
restorations to the FY 1982 budget request for PL 95-495 
programs: 


1. Provide $2.5 million from the Land and Water Conservation 


Fund for the purchase of resorts under the authority of 
Section 5 of PL 95-495; and 

2. Appropriate $3 million for the State of Minnesota's 
forestry management program as authorized by Section 6 of PL 
95-495. Section 6 authorized an 80%/20% federal/State 
matching grant program to assist the State intensify its 
management of State forest lands. PL 95-495 prohibits 
logging in the BWCAW. Prior to the enactment of PL 95-495, 
the State of Minnesota promised to: increase the yield of its 
timber lands to compensate for the lost yield of the BWCAW. 
The State made that commitment when it supported the prohibition 
of logging in the BWCAW. Congress_made a reciprocal commitment 
to provide $3 million annually to the State in the period 
1980-1990 inclusive. The State is required to provide a 
match of $750,000 annually, which it has done in the previous 
two fiscal years. 

The Minnesota Department of Natural Resources has 
prepared an excellent summary of the importance of the PL 
95-495 funds to the State's intensive management program. I 


ask that the State's view be included in the record of this 


hearing. 


Under the authority of Section 5, resort owners on 
certain specified lakes have the right to require the Forest 
Service to purchase their resorts if they determine they 
cannot operate under the restrictions of the law. 

These purchases are not discretionary. They constitute 
obligations upon the federal government, imposed by Congress, 
Congress, with this committee's approval, has voted $3 
million for Section 5 purchases in each of the previous two 
fiscal years. The Carter budget requested $2.5 million in 
additional funds for Section 5 purchases. That amount is 


the minimum needed. 
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Thirty rubores are eligible under Section ee 5 date, 
nineteen have expressed an interest in being purchased. Of 
these nineteen, six have been paid a total of $2.18 millions 
Options have been signed on two resorts valued at a total of 
$628,550. The Administration Has frozen the appropriated. funds 
for those purchases. Four resorts ‘have rejected the Forest 
Service appraisal and have withdrawn the request for purchase. 
Another resort has rejected the appraisal and sued the 
federal government. 

Five resorts, with an estimated value of $2.1 million, 
are in some stage of the appraisal process. One resort is 
considering an appraisal of $300,000. Finally, $1.6 million 
has been set aside for acquisition of land within the BWCAW. 
This acquisition, separate from the resort buyout, is mandated 
by the 1978 Act. The Forest Service has rejected requests by 
both Senator Durenberger and myself not to use the resort 


buy-out funds for these wilderness purchases. 


In addition, this appropriation must fund administrative costs 
of the resor’ buy-out program which are estimated to total 
9-9 million in PY 1982. 
In order to settle existing options and pending court 
cases, the Forest Service will need at least the additional 
$2.5 million that I am requesting today. The Service may, 
in fact, need $3.0 million. 
Furthermore, the Forest Service estimates that another 


six resorts, valued at approximately $2.1 million, may seek 


. 
é 
t 
E 
> 
: 
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to be purchased in FY 1982. Under the provisions of the 
1978 Act, resorts have until September 30, 1985 to request : 
purchase. 

I would like to include for the Record the letter I 
wrote to David Stockman, Director of the Office of Management 
of Budget, regarding Section 5 purchases and the Administration 
budget. 

Mr. Chairman, Members of the Subcommittee, I did not 


support PL 95-495; I had a different, less burdensome 


7 eae 
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proposal which I offered to the House. When the 95th 
Congress considered this legislation, I argued, as the 
.record of the past two years has shown, that the restrictions 
on the BWCA would have serious economic consequences for my 
District. It has had those consequences. At the same time, 
the programs authorized by PL 95-495, and funded by this 
Subcommittee, have made a difference in mitigating the 
impact of the restrictions. I have been able to tell my 
constituents that Congress is serious about honoring the 
commitments ‘indie when the law was enacted. 

I urge this stbtennl etee to continue the fine tradition 
it has established during the past two years. I have limited 
my request to the absolute minimum. I ask that you restore 


the funds for Section 5 purchases and for the grant to the 


State of Minnesota and appropriate $13.45 million for BWCAW 


programs in Fiscal Year 1982. 


Peat is an attractive energy source because it is located in 
regions of the United States not otherwise endowed with petroleum 
or non-petroleum energy resources. It is a resource yet untapped 
in the United States despite the fact that the U.S. has the 


second largest peat reserves in the world. 


The study of peat as a gasification feedstock has been underway 

since 1974. The Peat Program at the Department of Energy has 

been a successful, cooperative venture between public and private 

sectors. To date, the Peat Program has been funded for four 
appropriations 

years in the Interior - 4tS progress can be measured not 

Only in the renewed requests each year for further funding but in 


the increasing matching funds by private industries eagar to work 


with DOE in testing the peat gasification technology. 


Last year the Peat Program was funded at a level of $13 million. 
This was matched by an industry commitment of over $3 million. 
Some of this Department funding has been invested in the con- 
struction of a pilot pacification plant to test this technoluwgy. 


This process has been tested successfully at all stages necessary 
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BOUNDARY WATERS CANOE AREA WILDERNESS ACT, P.L. 95-495 
FUNDING PROVISIONS FOR THE STATE OF MINNESOTA — 


By 1976, and prior to U.S. Coanvecetanat action on the BWCAW, the State 


of Minnesota had designated no-cut zones for timber harvesting on state 


lands in the BWCA to protect the wilderness quality of those lands. Passage 
Moret. 95-495 in 1978, including its extension provisions for the Shipstead- 
Nolan reservation, created a federally mandated no-cut zone. The federally 


_ recognized no-cut zone included 69,840 acres of state lands which were not 


included in the original, voluntary, state designated no-cut zone. This 
expansion of the no-cut zone by the Federal government has resulted in the 
taking of property rights on lands owned by the State of Minnesota, thus 
resulting in restricted or fee-complex ownership. 

In situations such as this, the Federal government has the power, in 


“serving the public interest, to take property rights. However, in such a 


situation, the Federal government is both morally and legally bound to pro- 


vide just compensation in the form of cash, property or privileges to the 


owners of the property rights which were taken. Congress, in passing P.L. 
95-495, recogniz2d this obligation for just compensation, and not only 
authorized but directed the Secretary of Agriculture to make such compensa- 
tion available to the State, and its political subdivisions (P.L. 95-495, 
Sec. 6c2). The expressed purpose of this compensation is to "expedite the 
intensification of resource management ... on ... lands in Minnesota, 
outside of the (BWCA) wilderness, to offset, to the extent feasiole, the 
reduction in the programmed allowable timber harvest resulting from reclassi- 
fication of the Boundary Waters Area” (P.L. 95-495, Sec. 6cl). 

As finally approved, P.L. 95-495 authorizes an appropriation of 
$3,000,000 per year for fiscal years 1980 through 1990 inclusive, as just 
compensation to the State of Minnesota for the purposes of the BWCAW Act. 

At tais point in time (March, 1981) it appears that this compensation may 

be limited to a total of only six million dollars, due to budget reductions 
instituted by the current administration. The State of Minnesota, Department 
of Natural Resources, believes that the reduced level of compensation would 
be both unjust and inadequate, especially as Congress has continually 
reaffirmed the principle of full and just compensation (see: Congressional 
Record - Senate, 11/14/80, pp. S14459-S14461). Moreover, past precedence 
have been set at the Federal level for much higher rates of compensation for 
Similar situations (see the Redwoods National Park compensation provision, 
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which in the aggregate may have amounted to over 400 million dollars in 
federal payments). 


The Minnesota Department of Natural Resources believes that the adpinis-¥o" a 
trative deletion of the BWCAW funding at this point in time, without a 
_ detailed analysis of the program's costs and benefits in relation to the | 
four national accounts, is unwarranted. [A DNR report, dated October, sii: fon 
estimates the potential benefit of the $33,000,000 (total) BWCAW Federal 
funding to be 135 million dollars in wages, product values and taxes ae 
ing perhaps $44 million in federal income tax revenues), indicatinga 
Significantly positive benefit-cost ratio for the Program. A second DNR 3... 
report, dated August 11, 1977, indicates that the cost of reforesting and - — i 
intensifying the output of timber on 69,840 acres of state land outside the ) 
-BWCA would be $12,990,240. This cost is substantially higher today, due to 

both real and inflationary price increases. Expressed in 1980 dollars, this — 
cost is estimated to be $18,669,000. 

The 18 million dollars referred to above, would provide sutsiodente 
funding to bring into production deforested. lands outside the BWCA, as a 
future (i.e., 2020-2040) source of harvestable wood. It would not provide 
sufficient funding to offset the short term (i.e., 1980-1990) reduction in 
the programmed allowable timber harvest. To successfully offset this short 
term reduction requires additional funding for an accelerated timber access 
(road) and management program on state, county and private lands outside the 
BWCAW. The DNR's most current estimates place the total cost of such a 
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program at over 3.4 million dollars per year during the coming decade. Thus, 
the total cost of P.L. 95-495 to: (1) provide just compensation; and (2) 


mitigate reductions in the allowable harvest may well be in excess of 56 mS 
iy URES nL A ince ail ai DC ke 
million dollars. 


. 
; 
? 
. 


“As pointed out in the Congressional Record (11/14/80, op. cit.), the 
provisions of P.L. 95-495 represent a compromise in which the Federal 
government agre2d to finance $33 million, and the State agreed to finance 
the balance of any forestry related costs of the BWCAW Act on non-federal ; 
lands in Minnesota. The $18 million level of funding, suggested above, would 
indicate that Federal appropriations should continue at least through Federal 
Fiscal Year 1985. The balance of the program funding should be based on the 
relative economic, environmental, and social values of the program as 
determined by an indepth program evaluation. This overall plan for funding 
would be consistant with Congressional intent, as expressed in P.L. 95-495. 
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INTERIOR PROGRAMS 


WITNESS 


HON. MORRIS K. UDALL, A REPRESENTATIVE IN CONGRESS FROM THE 
STATE OF ARIZONA 


Mr. Yates. Mr. Udall. ne | 

Mr. Chairman, we are glad to see you. We are honored and 
privileged to have you with us. 

Mr. UDALL. It is great to be with the great Ayatollah. We come 
seeking alms at this point in the season. 

Mr. YATES. Oh you kid. What is the scripture, “Blessed are the 
merciful’’—something like that. 

Mr. UDALL. Something like that. 

Mr. Yates. Alms for the poor. 

Mr. Upatu. I come surrounded by colleagues and friends and 
supporters for this annual trek. 
Mr. Yates. Where ever you go you are always surrounded by 

colleagues and friends. 

Mr. Upaut. I have Manuel Lujan, ranking minority member, - 
John Seiberling. | , 

Mr. Yates. I consider him to be one of your bodyguards. 

Your statement may be made part of the record. 

Mr. UDALL. We have never had that done before. We always read 
our full statements. 

Mr. Yates. Oh, no. This gives you a two shot chance. You have 
the statement, then you can verbalize on it. 

Mr. UDALL. I was trying to be funny, but it didn’t work. 

General Haig told me, he says “Go down there and tell them you 
are in control. Look Yates right in the eye.” 

Mr. Yates. I hear you studied dramatics under Haig for two 
years. 
wait UpDALL. Could have done worse. It might have been Jim 

att. 

Mr. Yates. How are you getting along with him? 

Mr. UDALL. Well, better than I had supposed at this point. 

Mr. Yates. Wait. 

Mr. UpDALL. Maybe worse to come. Mark Russell said Jim Watts’ 
idea of “a park” was to have a cookout in a strip mine. 

Three or four points, Mr. Chairman. I start with no particular 
order. Our Indian programs have been a burden for you to be fair 
and listen to us every year. You have done very well. Even in the 
face of Indian backlash, which is a virulent device these days, you 
have stood up for things for the Indians. I hope we can treat them 
fairly again. 

Our paper has some specifics: I wanted to just rebut one old 
myth that runs around. That is, everybody comes up from time to 
time with these figures of $12,000 per Indian, that America is 
spending $12,000 per Indian and getting nothing, the implication 
being our non-Indian citizens do a lot worse at the federal till. Our 
study which Frank my staff put together said, yes, the figure of 
$12,000 is correct, but it is not per person. It is for a family of four. 
When you add it all up it was $2,900 for Indians and something 
like $3,700 for non-Indians. 


76-703 0 - 81 - 46 (6b) 


1458 


So the myth that somehow we are spending more money for our 
Indian brothers and sisters is wrong, and I wanted to leave that 
point with you. aay 

Land and Water conservation fund troubles me greatly. 

Mr. Yates. Before you leave that, I am troubled, too, by the 
Reagan proposal which is to make the same kind, or develop the 
same kind of procedural relationship with the Indian tribes and 
nations that they have with the states. That is, to move to a block 
grant proposal. I think that just as the states will lose under the 
proposal for the elimination of categories, I think the Indians will, 
too. 

Mr. UDALL. I do, too. We are concerned about it. We held a 
couple days testimony on this very thing, so we would be in a 
position to speak out on it. Payment in lieu of taxes was part of the 
deal, an honest bargain. 

Mr. Yates. I don’t know that I will accept that, but go ahead. 

Mr. UDALL. Hell, I can’t even get a statement out here without 
being contradicted. 

Mr. YATES. Well, I agreed with you—— 

Mr. Murtua. This is a complete dictator. 

Mr. Yates. I agreed with you on the Indians a moment ago. 

Mr. UDALL. In 1936 Taylor Grazing Act we said these public 
lands are simply there as an interim status. The federal policies to 
get them into the hands of the states and private owners as soon as 
possible, and how do you administer them in the interim. 

In the 1976 BLM Organic Act, we reversed that policy. The 
policy of the government now is that except for special cases, we 
are going to retain them. They provide watershed, timbers, grazing 
and everything else. That decision was accepted by most of the 
American people, but the other side was we said if we are going to 
put counties in the Western states forever in the situation of 
having large chunks of federal land—maybe in some cases the 
whole damn county practically under federal ownership and you 
are not going to be transferring the land, you are going to keep it— 
then you ought to give us a little help so we can provide schools for 
the Forest Service children and Forest Service employees and so 
on. 

Mr. Yates. Don’t you get that under impact aid now? 

Mr. UDALL. Yes, part of it. It is partly that, but also the whole 
community loses out. I have a couple of counties in northern Arizo- 
na where there is no real tax base at all. 

This was an attempt to square that side of the deal. It has 
worked very well. I thought somebody was joking when they said 
they were cutting out the payment in lieu of taxes. Coach Stock- 
man and his crew there decided to make a run at that. I think it is 
a big mistake. You undoubtedly heard from the county govern- 
ment, not just in the West, but elsewhere. I would like to see this 
maintained at the current level of $103 million a year. 

Mr. Yates. Mr. Udall, I don’t dare contradict you in view of your 
statement, but I thought part of the rationale for proposing pay- 
ments in lieu of taxes was the fact that the funds provided under 
the Mineral Leasing Act and under timber receipts were not ade- 
quate to take care of the needs. 
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- Part of the reason for the action of the committee was that the | 
payments to the states from receipts under the Mineral Leasing 
Act last year went up from $267 million to $350 million. 

_ Mr. UpALt. There was a substantial increase there. 

Mr. YATES. You also had an increase in timber receipts there? 

Mr. UDALL. It is entirely fortuitous. There may be a county 

where you have a lot of timber. Your receipts will go up. There 
-may be ten surrounding counties that don’t get anything. The 
receipt formula, as I understand, goes to the counties. 
_ Mr. Yates. It is to the states. The states are the ones that may 
not give it to the counties under the formula in the Act. That is 
part of the difficulty. The counties do need money and what we 
have observed is that in many instances the counties aren’t getting 
it even when payments are made in lieu of taxes. 

Mr. UDALL. You know it is a thorny and complicated problem. I 
have been asked by a great many of our colleagues to urgently 
impress this upon you. There is even talk of a floor amendment. 

Mr. YartEs. I can feel the pressure. 

_ Mr. UDALL. If you are feeling the pressure, I will go on to my 
next point. 

Land and water conservation. Only maybe you and I and Presi- 
dent Reagan were the only ones around here when we passed the 
Land and Water Conservation Act. 

Mr. YATES. Was he here? © 

Mr. UDALL. No, he was not. 

Mr. Yates. I knew you and I were. I wasn’t aware that he was. 

Mr. UDALL. It was at President Eisenhower’s initiative in 1958. 
Lawrence Rockefeller chaired one of the best blue blood special 
commissions we ever had on any subject, outdoor recreation. The 
heart of that whole program was the land and water conservation 
fund. . 

I don’t have to tell you how well it has worked. I saw a printout 
in my own state of an area of dozens and dozens of places where 
you had an area the size of a football field, a nice facility for the 
local people. 

It has encouraged an awful lot of parks and recreation, not just 
in the West, but more and more in the East as we emphasize that 
sort of thing. 

It is incredible they are not only going to zero out this program, 
but that they undertake to change the law or would like to change 
the law as to the purposes for which this could be used. 

Year after year—and you have been with us all these years—we 
have fought off raids on this fund. Once you get a fund, everybody 
wants to raid the fund. We were for outdoor recreation. This was 
for parks and outdoors. A lot of people said how about indoor? A 
lot of people have fun with bowling and gymnasiums. Every year 
there was a long parade of new ideas for raiding that fund. We 
resisted it on the grounds that the first priority in that act, that 
was a wise one, was let’s round out the National Park System. 
Let’s get it done, before escalation of 15, 20 percent in land prices. 
We can’t break faith with the poor couple who got land we said 
was going to be a national park and now we say to hell with it. 
They can’t collect their money; they can’t make plans. 
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I think this is a good program and that we would make a serious 
mistake to cut its budget, let alone what I thought was a truly 
outrageous action to say we are going to transfer this sacred fund 
that comes out of oil revenues in the OCS and we are going to take 
this and transfer it to operation and maintenance. That is like any 
other source of money. | ro the > 

We had strong bipartisan support for this all of these years. I 
know they are tough decisions. You have a lot of decisions to make. - 
This is one that I would hope—— re 

Mr. Yates. You know we rejected the request of the Reagan 
Administration to rescind in our current bill for 1981. We haven’t 
yet marked up for 1982, but certainly at least for 1981 we think 
your suggestions are very good. te 

Mr. UDALL. We appreciate that very much. 4 

I think these are—the surface mining legislation. This one is 
really tough. It is shaping up to me to be perhaps one of the big 
mistakes that the Reagan Administration is going to make in the 
environmental field. 

They are essentially cutting out the great mass of money and 
support and personnel we need to have if we have a strip mining 
law. 

You need federal inspectors under the law that can go down 
when citizens say they are doing it the way they used to and they 
are poisoning the streams. You have to have a few inspectors in a 
nationwide program that covers 800 million tons of coal a year and 
billions of dollars of revenue and economic activity. 

To say we will have a strip mining law and then to gut the 
essential funds and the people we need is a very serious mistake. 

We have all the figures in the report, but they were going to cut 
us back to as low as 69 positions when we should be somewhere in 
the range of nearly 2,000 positions if we are going to do the job 
right. 

There is a real danger strip mining laws will be repealed, not by 
coming up and fighting through the committee, but simply by a 
poor administration, no funding, all of those things. 

I hope we can do something this year, particularly with the 
abandoned mine reclamation fund that we wrote after such great 
trouble, 25 cents a ton of coal going to clean up the areas in 
Pennsylvania and elsewhere around the country. 

It is a good program. It would work. I think it is a tragic mistake 
to seek to undercut it the way they are here. 

That is about all I have. 

Mr. Yates. Thank you very much, Mr. Chairman. 

Mr. UDALL. Thank you, Mr. Chairman. 

[The statement of Hon. Morris Udall follows: ]} 
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STATEMENT OF THE HON, MORRIS K. UDALL 
BEFORE 
THE 
COMMITTEE ON APPROPRATIONS 
SUBCOMMITTEE ON INTERIOR AND RELATED AGENCIES 
ON 
FISCAL YEAR 1982 APPROPRIATIONS 
Monday, May 4, 1981 


Mr. Chairman, it is a pleasure to testify before you today 
on a number of matters of vital interest to all of us. Indeed, 
there probably has not been a time within the political memory 
of any of us here today when the deliberations of this subcommittee 
and the entire Congress on the Interior Appropriations bill were 
more critical and more difficult. 


They are difficult because we must yank firmly on the choke 
chain of federal spending. This means that many programs and 
goals that we know are useful and beneficial to the American 
people will be hurt, some badly. 


But we must go about this job intelligently because if we 
do not, we not only will hurt some beneficial and useful programs, 
we also will cripple some vital and essential programs that will cost 


the American people far more tax dollars down the road. The 


voters were promised an elimination of "waste, fraud and abuse," 
and they should have it. I would add that in light of the 
current budget realities, they have a right to elimination of 
spending which can sensibly be deferred or does not serve an 


essential need. The appropriations process must not, as some — 


have said, be the "excuse" to achieve political ends or re-fight 


old political wars. 


Against this background, Mr. Chairman, I would like to touch 
On several areas where I believe continued healthy funding is 
in the continued interests -- and the continued fiscal interests -- 
of the American people. 


The Payments-in-Lieu-of-Taxes program is an excellent 
example. My office, and I am sure your offices, have heard many 
appeals from local governments that this vital program not 
only be maintained, but that it be increased. While I do not 
support intensifying the benefits of the PILT program, I am 
entirely in sympathy with the need to maintain funding at the 
current level this subcommittee approved in previous fiscal 
years and which, I am sorry to say, this subcommittee now has 
seen fit to rescind. The Administration proposal of $45 million 
in FY 82 funds for PILT is inadequate to prevent severe 
dislocations in the budgeting and operations of local governments. 


Many of the counties that have written to me describe their 
Situation as "dire," and I cannot disagree. Not only have they 
grown dependent on the PILT payments they have a right to 
expect from the federal government to help finance necessary 
services, but also many face severe restrictions imposed by 
state constitutions and statutes against replacing these 
revenues if they are lost. As we all know, it is the services 
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they provide that really hit people where they live. 


Funding for the Land and Water Conservation Fund poses 
similar responsibilities on the Congress. We have heard 
reliable testimony that on the average 45 percent of all state, 
local and county funding for the kind of outdoor recreation 
people use the most -- local parks, tennis courts, ball fields 
and so on -- are dependent of matching grants from the LWCF. 
The Administration proposal to eliminate completely all such © 
grants in FY 1982 would leave scores of recreational projects 
half-finished and useless -- visible monuments, if you will, 
to overly quick and unwise changes in budget priorities. 

State and local governments will complain justly of millions 
of their tax dollars wasted. 


After careful review, my Committee has recommended that 
$153 million be appropriated in FY 82. This figure, we believe, 
is the rock bottom sum necessary to prevent the disintegration 
of state and local recreation programming that is dependent 
on LWCF. It also represents the clear change in budgetary 
thinking necessary in the 1980s in that the figure is almost 
half the four-year average. 


On the federal side of LWCF, the Administration proposes 
to spend only $45 million next year.* We all recognize the 
tremendous backlog of federal parkland acquisitions -- more 
than a billion dollars worth at today's prices. We must face 
up to this responsibility, not hide from it. If we don't, 
we will be breaking faith with the Many private landowners 
who are expecting to have their properly acquired by the 
federal government and with the general public whose need 
for nearby recreation -- especially the kind of urban parks 
most prominent on LWCF federal acquisition list -- will grow 
more intense every year. With land prices escalating on the 
average of 10 to 15 percent, and 30 to 35 percent in many 
areas such as the Santa Monica National Recreation Area, 
the cost to the American people in terms of tax dollars 
and resources will rise steeply if we shrink away now from 
this important program. 


Our committee has done an intensive review of lands 
slated for federal acquisition and identified those lands 
needed to honor condemnation commitments or purchase options, 
to meet pressing legislative timetables and to alleviate 
private landowner hardships. 


We estimate that projects meeting these tests require 
an appropriation of $281,694,000 in FY 82. This is nearly 
$20 million below the four-year average. 


Also, I am strongly opposed to the Administration request 
for an expenditure of $105 million from the LWCF for national 
park restoration and maintenance. I not that the Administration's 
proposed legislation to amend the LWCF to permit expenditures 
for this purpose is not limited to the National Park Service. 
It is abundantly clear to me that to accept this proposition 


| 


simply would mean an end to the LWCF as we know it. This must 
not be allowed to happen. 


I also am concerned about funding for the Historic 


Preservation program. If we are looking for a program that 


simulates private investment, revitalizes some of our most 
deteriorated urban areas and returns the federal expenditure 
Many times over in the form of new taxes and employment 


' Opportunities, this is it. 


The last Congress made major new improvements in the 


“Historic Preservation program that must not now be allowed 


to wither on the vine. During our deliberations on those 

amendments, the success of this program in city after city 
became abundantly clear and I fully support my Committee's 
recommendation of a $40 million expenditure in FY 82. 


Finally, I draw your attention to funding for the Office 
of Surface Mining. The law administered by OSM. -- the Surface 
Mining Control arid Reclamation Act -- was the product of many 
years of excruciating legislative work. I believe the American 


people view this law as one of the shining symbols of our 


commitment to maintain the integrity and productivity of our land. 
Yet the Reagan Administration budget would seriously undercut 
implementation of this program if it is not significantly altered. 


Four elements of the proposed OSM budget concern me. There 
is no compelling reason why the full. amount of $161,542,000 should 
not be available for grants to the states from the Abandoned 
Mine Reclamation Fund. The Administration has proposed a 
figure of $46 million below that level. This reduction is 
not justified and provides only.a "paper savings" because the 
fund is financed by a fixed fee on each ton of coal production. 
Receipts will accrue to the fund regardless of budgetary dictates. 


Second the Administration proposal would reduce funding for 
federal inspection and enforcement so drastically that public 
confidence in the strip mine program would be eroded. Interim 
federal inspection requirements -- much heavier than those 
under permanent state programs -- will continue in many states 
at least until early next year, a factor not accommodated by 
the Reagan budget. The Administration plan also fails to 
provide for anywhere near an adequate number of federal oversight 
inspections in those states with the highest number of regulated 
facilities and the shakiest records of past strip mining abuses. 


An appropriation of $17,220,000 would permit OSM to reduce 
its inspection force from 222 to 97, plus support personnel, 
which I believe wauld be a barely adequate figure for FY 82. 


Furthermore, I am deeply concerned that the Administration 
proposes to end all funding for the mineral institutes program 
in FY 1982 ($9,640,000) and intends to discontinue the program 
permanently. The research and professional expertise generated 
by these small but well-targeted grants are needed by the U.S. 
Minerals industry now more than ever before. 
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And finally, I am disturbed by the small, but significant 
deletion of 15 positions and $720,000 from the state technical 
assistance function. This money pays for the kind of detailed 
technical services not available to the states themselves 
and which are necessary to make the performance standards 
work in the field. 


Mr. Chairman, I have several concerns related 
to funding for the Bureau of Indian Affairs and the Indian 
Health Service. I want to emphasize that while all elements 
of the federal budget are legitimate targets of spending 
reductions, cuts in the Indian programs threaten to strike 
at the most needy of the "truly needy" in our country. 
Proposed cuts must be viewed with special care in this area. 
With your indulgence, Mr. Chairman, I would ask that my 
prepared remarks and related materials on this matter be 
included in the record of hearings on Indian programs. 


Finally, I understand that Congressman Won Pat, chairman of the 
Insular Affairs Subcommittee, and Congressman John Seiberling, 
chairman of the subcommittee that has jurisdiciton over the 
Trust Territory, will be making their specific requests to 
you next week as far as the insular areas" needs GO om SOs adel 
that I want to say here is that these areas tend to be hardest 
hit in times of austerity. They, in effect, suffer more 
when budgets are cut. They get cuts in their direct Operating budgets 


and they also get cuts in the federal grant programs on which their 


people depend. Since their resources are so much more limited 
than those of any of our states, the impact of their societies 
is far greater. I would simply urge you, Mr. Chairman, to view 
their requests with great compassion in these difficult times. 


1465 


‘STATEMENT OF MR. UDALL, CHAIRMAN OF THE COMMITTEE ON INTERIOR AND INSULAR 
AFFAIRS, BEFORE THE APPROPRIATIONS SUBCOMMITTEE ON INTERIOR AND RELATED 
AGENCIES RELATIVE TO THE FISCAL YEAR 1982 APPROPRIATIONS FOR THE BENEFIT 


INDIANS AND INDIAN TRIBES 

Mr. Chairman, I appreciate this opportunity to present testimony to 
this Subcommittee on the proposed funding for the Bureau of Indian Affairs 
and the Taliep Health Service for fiscal year 1982. 

Mr. Chairman, I would hope that this Subcommittee could, within the 
budget limitation it must work, fully fund the operations of the BIA and 
IHS as proposed in the cet submitted by President Carter. I could support 
that funding level without hesitation. 

However, both I and the Indian commmity recognize the new national 
mood of fiscal restraint and the need for some cutback in BIA and IHS funding. 
Nevertheless, as the most needy of the ''truly needy", the Indian people 
want to be assured that these cuts are reasonable and will not devastate 
their people and economies. 

Without considering budget cuts. proposed for other parts of the Federal 


government, the Interior Committee has reluctantly accepted most of the 


cuts recommended for the BIA and IHS budget by the Reagan proposal. However, 
as I will later note, this could change based upon the cuts in Indian,programs 
administered by other Federal agencies. 

There are specific proposals of the Reagan budget with which the Committee 
did take strong exception. | 

The Committee went on record as strongly opposing the proposed ''Con- 

solidated Tribal Government Program". The grounds for this opposition are 
two-fold: (1) this proposal represents a major shift in the Federal Indian 
policy and should be accomplished, if at all, through the legislative process 


which would afford the Indian tribes and the general public a full opportunity 


1466 


-2- 


to comment on the proposal and (2) the proposal is accompanied by a severe, 
unacceptable 25% cut in the available funds for these programs. 

With respect to the Indian Health Service, we again feel that it should 
be fully funded as proposed in the January budget, but would find some cuts 
to be tolerable. However, there are two areas of the Reagan proposal that 
must be strongly resisted. The Reagan budget would cut $29,500,000 from the 
January budget for hospital construction. We would support the restoration 
of as much of these funds as the Subcommittee can within its own budget 
limitations. Finally, the Committee strongly opposed the Administration's 
intent to eliminate all IHS sanitation funds for FY 1982. 

Mr. Chairman, as I earlier noted, my support for any cuts in the BIA 
or IHS budget must be colored by what occurs .with respect to the budgets 
of other Departments and agencies funding Indian programs. As the peel ee 
of the Subcommittee know, Indian tribes derive a significant amount of 
Federal funding support from these programs. These sources amount to nearly 
20% of the total amount of Federal funds available to Indians. 

Yet, Mr. Chairman, the Reagan Administration proposes to slash the 
funding for fhese programs. I would like to submit for the record a study 
made by the Council of Energy Resource Tribes of the impact of the Reagan 
budget revisions on Indian programs. It shows that Indian programs will, 
overall, be cut by 34%. If the Indian community was at the same economic 
and social level as the rest of the Nation, this kind of budget cutting 
would be devastating. With Indians at the bottom of almost every economic 
and social indicator, this kind of budget cutting is criminal. 

Every year as the Congress begins to consider the Federal budget, the 


expenditure of Federal funds for Indian programs comes under attack. 


se 
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Invariably, one or more of the critics of Federal Indian programs will 


charge, with aggrieved astonishment, that we are spending some outlandish 


amount of the "'taxpayers'' dollars for every Indian. An official of OMB, 
in justifying the severe cuts being made in Indian programs, asserted with 
on air of outrage that the Federal government is spending $12,000 for an 
Indian family of four. Actually, that figure is fairly accurate. 


However , Mr. Chairman, I think it is important that that statistic 


be placed in perspective at this time, when Indian funding is in jeopardy. 


‘My Committee staff, using data gleaned from OMB's Catalog of Federal 
Domestic Assistance; from the Congressional Research Service; from the Bureau 
of Indian Affairs; and from the 1980 Interior Appropriation Act, has developed 
data comparing the average per capita governmental expenditures for all 
citizens with the average per capita governmental expenditures for Indians 
served by Federal Indian programs. | 

‘This data indicates that the average per capita expenditures per Indian 

from all sources, Federal, State and-local, and tribal, was $2,947.82 in FY 1980. 
the last year when complete, accurate data was available. For that same 
fiscal year, a0 national average per capita expenditure was $3,687.61. 
Mr. Chairman, the Indian people, whom all people generally concede are the 
most impoverished in this country, have been receiving 20% less in govern- 
mental services than the national population. I would like to submit for 
the record the information prepared by my staff in this regard. 

Mr. Chairman, I sincerely hope that your Subcommittee and the other 
Appropriations Subcommittees who are responsible for appropriating funds for 
Indian programs will seriously consider this data in acting on the FY 1982 


budget. 


1468 


Preliminary Estimates of the Impact of 
Reagan’s Budget Revisions on Indian Programs 
(in Thousands of Dollars) 


Carter FY ’82 Reagan FY ’82 Impact of 
Obligations Obligations Reagan 
Revisions % 


I. Tribal Economic Development, Employment and Training 


Economic Development é $ 28,103 $ 6,382 $ -21,721 _-77 
Economic Development Training 8,453 1,000 -7,453 -88 
Employment and Training 250,384 137,763 -112,621 -45 
II. Indian Housing and Health Programs 
Housing 810,890 28946 . -781,944 ~~ -96 
Health Services 654,892 626,819 -28,073 -4 
Health Facilities 43,907 8,100 -35,807 . -82 
Ill. Indian Education, Income Security and Social Services 
Education 565,399 521327 44,072 -8 
Income Security* 79,000 74,000 -5,000 -6 
Social Services** 50,504 50,504 0 0 
IV. Tribal Governmental and Legal ; = 
Tribal Government Activities 162,066 149,682 -12,384 -8. 
Legal Services 6,200 0 -6,200 -100 
Federal Trust Responsibilities 48,148 48,148 0 0 
V. Tribal Resource Management 
Energy Resource Management 14,700 7,950 -6,750 -46 
Other Resource Management 55,543 54,893 -650 -1 
Agriculture Programs : 27,099 25 446 -1,653 46 
Land Acquisition Programs 12,943 12,943 0 0 
VI. Tribal Public and Community Facilities 
Facility Development 207,182 191,333 -15,849 — 8 
Public Services pope l(s, 3,232 -151 -4 
BIA General Management 150,978 140,078 -10,900 -7 
TOTALS $3,179,774 $2,088 546 $-1,091,228-34% 


*Limited to BIA general assistance 
**Excludes HHS programs consolidated into block grants 


all sources in fiscal year 1980 for the Indian 
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AVERAGE PER CAPITA 
GOVERNMENTAL EXPENDITURES 
FOR FY1980 


The following data compares the average per capita governmental expenditures from 
population to the average per capita 
governmental expenditures for all citizens. Using an estimated Indian service population 
of 1,000,000 for 1980 and the 1980 Census estimate for the total U.S. population of 
222,800,000, the average per capita expenditure of governmental funds for Indians in 
fiscal year 1980 was $2,984 as compared with the national average of $3,688. Indian 
people, who are generally conceded to be at the bottom of most economic and social 
indicators, are receiving approximately 20% less in government support than the 


average U.S. citizen. 
Set | Sd 8 SS Se . Se S 


GOVERNMENTAL EXPENDITURES FOR INDIANS (FY1980) 
Federal Funds: 


BuresG-of Indian Af fairss3.. 2 ses oS $0253 5 1825017 


Indian Health Service.........ccccceee 628,451,430 
Other Federal Indian Programs or 1/ 
Indian Set-Aside FundS,............ 232,203,888 


Other Federal Programs for which 
Indian Tribes are Eligible : 
Applicants ($27,609,580,257 x yy 
Le Tee PEE ee Pee ae fe A 138,047,901 
Portion of Balance of Federal Budget 
Allocable to Indians 3/ 
($564,176,582,308 x 0.0005)....... 282,088,291 
DOMME DL i wial cake ant ale se Gen o/a.5:0' ere. be iascunld atabe Shoe casia teats case uth Msp oUe tO FO27, 


Portion of Total State & Local Expenditures 4/ 
Allocable to Indians ($227,700,000,000 x 0.0005)............ aie 113,850,000 
Sy Dy. 


Seen oats. 300,000,000 
OER cease Cece ce .-. . $2,947,823, 627 


Tribal Governmental Expenditures........... 


eseeeeceeo eee eee 


Indian Per Capita Governmental Expenditure = $2,947,823,627 + 1,000,000 = $2,947.82 
ooo Se SS Wee ie ee. 2 ae ee es Se ee ee ee ee a et eee ee 


GOVERNMENTAL EXPENDITURES FOR ALL CITZENS (FY1980) 


Rete esrgewie VEL CRgaL Sy eR taval aie s\ciels? <ieledAs' Sf Cec ale sc  atbiclote bbe ocheid oe chen. £8 --++-$593,900,000,000 
RR EETMOR PIMC (PINGS cralec ccc sts noe css ouaeecce ces cus ce uc Se ot 227, 700,000,000 
: TOTALS. .sioviercs's ves ee eee 902 15600,000,000 


National Per Capita Governmental Expenditure = $821,600,000,000 + 222,800,000 = $3,687.61 


ea a es ee ee 
1/7 Includes funds for Federal programs specifically established for Indians or for general 


Federal programs which includes a statutory or regulatory set-aside of funds for Indians. 


2/ Includes funds for general Federal programs in which, though having no Indian set-aside 
of funds, Indians are specifically listed as eligible applicants. The total FY1980 amount 
for these programs, based on OMB's Catalog of Federal Domestic Assistance, was 
$27,609,580,257. The Indian share (0.005) is based on the ratio of Indians (1,000,000) 


to total population (222,800,000), although it. is unlikely that Indians shared to that 
extent. 


3/ Some portion of the balance of the Federal budget must be allocated to Indians. 
Since Indians derived very little benefit from most of the rest of Federal appropriations, 
a 0.0005 allocation seems realistic. 


4/ Represents the Indian share of the total FY1980 State and Local budgets. Indian 
tribes are present in only half of the States. They represent only a very small part 
of the States’ population and derive little direct or indirect benefit from State & 
local budgets. 


5/ The Bureau of Indian Affairs estimates that only $110,000,000 of tribal funds were 
budgeted for tribal governmental programs in FY1980. However, it is clear that other 
tribal funds could have been made available. * To err on the side of caution, that 
amount is increased by nearly three times to $300,000,000 
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PUBLIC LANDS AND NATIONAL PARKS 
- WITNESS 


HON. JOHN F. SEIBERLING, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF OHIO 


Mr. Yates. Now, your bodyguard, Mr. Seiberling. 

Mr. SEIBERLING. Thank you very much. 

Mr. Yates. Before you start, your statement will be made a part 
of the record. — ’ 

Mr. SEIBERLING. Thank you. I will try to summarize. 

I really can’t add much after the eloquence and humor of the 
Chairman of the Committee. I would just like to stress a couple of 
points. : 

Mr. YatTEs. I think you ought to try. 

Mr. SEIBERLING. I wouldn’t even try, Mr. Chairman. I know when 
I am licked. 

First of all, I would like to thank this subcommittee for their 
initiative in rejecting the rescission proposals of the Administra- 
tion. 

That is extremely important if we are going to preserve any 
options at all for fiscal 1982. I am delighted that the full committee 
also backed up the subcommittee. | 

My subcommittee spent several days in hearings with the execu- 
tive branch agencies developing our recommendations with respect 
to the budget. We also spent a lot of time reviewing details of their 
proposals and of the existing budget that President Carter recom- 
mended. We tried to—in fact, we reviewed it project by project and 
line by line, and when we got to the question of land and water 
conservation fund acquisition, we tried to continue the level at 
which we would avoid irreparable damage to approved programs or 
approved projects, at the same time recognizing the need for fiscal 
responsibility. 

As a result, we reduced the Carter Administration’s budget for 
land and water conservation funds by $85 million to $35, of which 
228 was federal land aquisition, including Park Service, BLM, 
Forest Service, Fish and Wildlife Service, and 1538 million for state. 

I understand Mr. Lujan is going to testify here about a proposed 
land exchange which would enable us to eliminate another $19 
million right off the top from the federal acquisition program, 
although he may not want to do it quite that fast. 

The point is that we did very carefully go over this with a fine 
tooth comb, and I feel that any significant amount below the 
amount we recommended would produce serious problems for both 
the states and the federal land agencies. 

Certainly the Administration’s proposal, which is an indefinite 
moratorium on federal land acquisition and a termination of 
state—the state grant program would do very, very serious harm to 
the causes that this committee and the Congress has made clear 
are really in the nature of commitments. 

We have made commitments to the states. We have made com- 
mitments to the people. 

We are concerned about the losses of federal funds if options to 
purchase lands can’t be exercised, if threatened—lands that are 
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threatened with adverse development in an improved park or a 


national forest would not be able to be protected. 

I think that many states have similar problems. 

One of the things we did do—and it was at the initiative of the 
minority in our committee, and I invite your attention to page 68 
of the minority view, although the full committee approved them, 


was to recommend an immediate development and implementation 
of a plan to eliminate over a period of four to five years the 


backlog of authorized but incomplete projects coming out of the 
land and water conservation fund on the federal side. 

We had various estimates, but the estimate currently was that it 
would take about a billion and a half dollars to eliminate that 
backlog and if we authorized a flat amount each year or had a 
concept of having a plan to have a flat amount each year, allocated 


to that program, we could eliminate that backlog and the thought 


was that we should be very, very stingy about approving any new 
land acquisition projects until that backlog is eliminated. 
That certainly would be consistent with the idea of trying to curb 


_ government spending during this period of stringency. I know the 


Chairman himself has been very concerned about adding new proj- 
ects over the ones we have already committed to, and there may be 
cases where, because of the need to straighten out a border here 
and there, or provide a workable unit, we are going to have to 
acquire some additional land. : 

I was looking at one just a few weéks ago, the so-called Congery 
Swamp where we approved one acquisition of a single tract which 
incorporated most of it, but the boundaries did not conform to the 
natural boundaries of the area. 

With that exception, I support the minority view that we ought 
not to approve a lot of new park projects until such time as we 
clean up the backlog. 

I would like to go to the urban parks program which we recom- 
mended $40 million for, which is $35 million less than the Carter 
budget recommended. Somebody might say, well, in an era of strin- 
gency, why should we be supplying any funds for rehabilitation of 
urban parks? 

Well, the answer is that that takes a lot of the load off the 
Federal government in terms of supplying these themselves and 
obviously provides a service. I am told that a lot of communities, 
including my own that have made use of those funds, could not 
have found any other funds to do that. 

The historic preservation fund the Administration proposed to 
wipe out entirely and to fund the—to terminate all federal partici- 
pation except for funding of the national trust for historic preser- 
vation, the committee again recommended a level of $40 million, 
which is what we recommended for historic, for urban parks. There 
was a feeling that to go below that would give the states no 
incentive to participate in the historic preservation program which 
we set up only last year in our historic preservation act amend- 
ments, giving the states an incentive to conduct an inventory and 
to pass through to local governments money to do the same. 

Going below $40 million I think would make it almost a useless 
program. 
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While I am here, I would like to also put in a word for the Youth 
Conservation programs which, as you know, the Administration 
would virtually terminate. 

The Park Service and the Forest Service have made tremendous 
use of these programs, particularly the Youth Conservation Corps, 
and the Young Adult Conservation Corps. 

If we fail to provide funds for that, why we are simply going to 
add to the neglect of the Park System. 

This isn’t mentioned in my prepared statement, but I would like 
to point out to you that we recommended $99.9 million, sort of a 
bargain sale figure, for the Trust Territories of the Pacific. 

The Carter budget had $93.7. We cut out 18 from their budget, 
but we added 24 for other purposes. The 99.9 is too low. It doesn’t 
provide any money, for example, for a new capital for the Federat- 
ed States of Micronesia, even though they desperately need one. 
They are using the capital of the regional grouping and you can 
imagine the kind of conflict if the Federal government had to share 
the capital with one of the states. 

That is the problem that we did not solve by the budget we 
recommended, but the budget we did recommend is an absolute 
bare bones budget. 

We are not even taking care of.the people who have been dis- 
placed from Bikini by our actions in the Bikini tests and the recent 
finding, a couple of years ago, that the islands are still not fit for 
habitation and will not be for probably another century. 

So we need to provide some relief for the distress that these 
people are suffering as a result of our own defense program. 

Mr. Chairman, I have no further comments on my own. I hope 
you can see fit to support our recommendations. 

Mr. Yates. Thank you. Mr. Seiberling your statement may be 
made part of the record. 

(The statement of Hon. John Seiberling follows:] 


STATEMENT OF CONGRESSMAN JOHN F. SEIBERLING, CHAIRMAN, HOUSE INTERIOR 
SUBCOMMITTEE ON PuBLIC LANDS AND NATIONAL PARKS 


Mr. Chairman, and members of the Subcommittee on Interior Appropriations: as 
chairman of the Interior subcommittee with direct responsibility for the Trust 
Territory of the Pacific Islands (TTPI), I am submitting for the record my views 
regarding the fiscal 1982 budget for the TTPI. 

First let me note that on Wednesday, March 11, 1981, the House Interior Commit- 
tee approved a total budget of $87,878,000 for the TTPI. (This was $12 million down 
from the total of $99,878,000 that my Subcommitte on Public Lands and National 
Parks actually sought for the TTPI in fiscal 1982. 

Following is how we recommended that the total of $87,878,000 be budgeted: to 
the Reagan budget of $72,500,000 for the TTPI, we would add the following items: 

To cover the increase in fuel costs, we recommended that $1,900,000 be added to 
the budget. As you will hear from the different individuals’ testimony, fuel costs are 
playing absolute havoc with the budgets of all the political entities in the Trust 
Territory and an end to the rising prices is nowhere in sight. 

In the last Congress, Public Law 96-597 was enacted. It contains a provision 
authorizing the Secretary of Energy, in consultation with the Secretary of Interior, 
to develop for each of the insular areas, including the Federated States of Microne- 
sia, the Marshall Islands and Palau, a comprehensive plan on renewable energy 
resources such as solar, wind, hydropower, ocean current and tidal, and ocean 
thermal energy conversion. 

Unfortunately, DOE failed to’ include any money in its fiscal 1982 budget for this 
project, and while it has come up with about $150,000 in reprogrammed money to 
begin the study, we are concerned that that amount will not take it very far and as 
you will hear from others, this is a crisis situation that demands immediate and 
aggressive action in seeking a solution. 
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ferret hasten the completion of these comprehensive energy plans, we are doing two 
ings: 

1.;We intend to introduce a bill that would include a provision to shift the total 
responsibility for development of these plans from the Secretary of Energy to the 
Secretary of Interior. We believe that by bringing the program back to Interior, 
where it was in the House version of H.R. 8444 that became P.L. 96-597, we can 
better control the speed at which the plans can be completed since the Interior 
Department is under our jurisdiction; and 
bee We are seeking $1 million in fiscal 1982 for the study as set forth in P.L. 96- 

Also, related to the energy crisis:is one other add-on that we seek funding for, and 
that is for a feasibility study for hydroelectric power generation in Kosrae, which is 
in the Federated States of Micronesia (FSM), and in Palau. It is thought that both of 
these areas have great potential for the development of hydrolectric power and that 
this should be explored as quickly as possible. 

It might be noted here that money has already been authorized for such a study 
in Ponape, and hopefully the study is now underway. Its outcome is anxiously 
awaited as some of the Ponapeans in town for the hearings report that Ponape’s 
generators have been out a great deal lately and Ponape consequently has been 
experiencing blackouts most of the time in the last few weeks. This is one more 
reason why alternative sources of energy must be explored. It also points up the 
need for maintenance in the TTPI. 

Speaking of maintenance, the Interior Department has finally completed its com- 


) prehensive study on operations and maintenance in the TTPI, a seven-volume study. 


My committee has just received a copy of this document which certainly should help 
all of us to make in the future some highly informed decisions regarding the 


~ subject. 


We're seeking another $1,778,000 for enhanced maintenance operations. This 
additional money is needed to cover the cost of overhauling the generators in the 
TTPI, hiring experts to train Micronesians how to maintain and operate everything 
connected with the infrastructure, training Micronesians, and stocking spare parts 
for machinery and equipment. (I might note here that the in-depth study which 
Interior just completed specifies that the public works budgets for all three entities 
need to be increased by a total of $8,876,000 for fiscal 1982 in order to provide 
adequately for operations and maintenance.) 

Another $2.3 million we request for operations at the TTPI headquarters in 
Saipan and for the three entities of the FSM, the Marshalls and Palau. This money 
would restore the cuts in operations in the Reagan budget in such key areas as 
health, education and public works. 

For the rehabilitation of the hospital in Truk, we seek $1.9 million. The hospital, 
which services all 39,000 people of Truk, is in critical need of rehabilitation. Its 
deterioration has reached the point where the building structure, electrical system, 
plumbing and equipment are all in terrible disrepair, thus making it impossible to 
provide hygenic conditions for patients in the hospital. We’re sure you will agree 
with us that such a state of affairs is something the United States, as the trustee of 
these peoples, cannot tolerate, and we hope that your subcommittee will find the 
funds to correct this dangerous, not to say disgraceful, deficiency before it results in 
a public disaster. 

And speaking of hospitals, in general, we are concerned because we hear that 
other hospitals, besides the one in Truk, are having trouble coping with leaky roofs, 
drug shortages, a lack of medical doctors and technicians, and a lack of mainte- 
nance funds and personnel, to mention a few problems. 

We understand that the public health program which provided doctors and spe- 
cialists and other medical technicians is being terminated out there and the impact 
on health services in the TTPI will be severe. 

Moreover, the cost of medical referrals, that is, patients with complications who 
must be referred to a hospital outside the TT such as Tripler in Hawaii or the 
Guam hospital has been soaring. (After fuel costs, this has probably had the most 
adverse impact on TTPI budgets.) The problem needs to be explored to see if money 
couldn’t be saved by taking such actions as upgrading the medical staffs of the TT 
hospitals so that fewer people would need to be sent outside the TT, and improving 
radio communications among the islands so that many medical expenses might be 
avoided by being able to communicate with experts when an emergency arises. We 
also understand that such diseases as leprosy and tuberculosis are on the increase 
in the TT but have no information on what is being done locally to cope with this. 

For the victims of U.S. nuclear tests in the Northern Marshalls, we seek $300,000 
for the Enewetak people for food costs and for the shipping of food to the Eneweta- 
kese. 
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For the Bikini people, we seek $2 million in rehabilitation funds. We understand — 
that the last of the money appropriated for the Bikini rehabilitation fund is now _ 
_ being used to build a much needed airstrip on the island of Kili, where most of the _ 
Bikini people live. This $2 million would cover such costs as those of food supplies, 
plantings, housing and any emergencies that might arise. In general, the money is _ 
sought for continuing life support for these people who, through no fault of their 
own, are unable to return to their home atoll of Bikini because of continuing high ~ 
levels of residual radiation. 1: oe 

While on the subject of the victims of U.S. nuclear tests in the Pacific, we would — 
. like to touch on the subject of the health program Congress authorized in 1980 to 
benefit the victims of the four atolls of Bikini, Enewetak, Rongelap, and Utirik. The _ 
program was contained in Public Law 96-205, section (b)(1), which directed the — 
Secretary of Interior to submit to Congress no later than January 1, 1981, a plan for ~ 
the health care of the people from these four atolls. Due to some kind of bureaucrat- 
ic internal squabbling, no such plan was ever submitted to the Congress by the 
outgoing Secretary of Interior of the Carter administration. AnctORED & 

We would hope that as soon as the Reagan administration has nominated its 
selection for Assistant Secretary in charge of the Insular Areas, that this person 
would establish as a number 1 priority the task of getting the Department of — 
Interior and the appropriate parties to work at producing the congressionally man- 
dated plan for the health care of the people from these four atolls. t 

Additionally, the Department should establish criteria for determining whether 
any of the people of other atolls have been exposed to radiation from the nuclear 
weapons testing program. . n rit 

In late 1979 several storms devastated Majuro in the Marshalls. We are request- 
ing $3 million towards the repair of this damage, including fixing the shoreline and 
roads and unblocking the causeways. This is bOt part of the money it is estimated it 
will cost to restore Majuro. Se 

For the College of Micronesia, two items are included in our request for additional 
funding: we seek $300,000 for the operations of the College and $400,000 for archi- 
tectural and engineering costs for the construction of a new College of Micronesia in 
Palikir, Ponape. The College of Micronesia faces a loss of its accreditation later this 
year if some kind of commitment is not made to do something about the deteriorat- 
ing facilities it is now housed in. (We have just been informed that approximately 
two weeks ago the men’s dormitory at the College burned down so this simply adds 
to all their problems.) 

In 1976 Congress authorized funds for the construction of a new campus for the 
Community College of Micronesia. For a variety of reasons—lack of curriculum, 
lack of coordination among the three entities as to whether or not the College would 
be supported by all three, etc.—neither the Department of Interior nor the Congress 
had sought funding for the school. However, this has now changed. We understand 
that the problems mentioned above have been resolved among the three entities and 
that the High Commissioner of the TTPI did seek funding for the school in fiscal 
1982 and that he was supported by the Department of Interior, but that OMB 
removed the money. The committee believes it is time to make a commitment of 
money to the school and we are therefore seeking the $400,000 for the A/E work. 
We hope that this action will convince the Accrediting Commission of the Western 
Association of Schools and Colleges that Congress hopes to follow through with 
providing for an adequate and permanent campus at Palikir and that it will there- 
fore not take away the College’s accreditation this year or any other year, for that 
matter. 

And that concludes the items that we are recommending be added to the Reagan 
Trust Territory budget of $72,500,000. 

As far as the trusteeship goes, it is likely that termination will take place 
sometime in the next three or four years. Before that happens, we believe it is 
essential that certain basic needs of the people of the FSM, of Palau and of the 
Marshalls be satisfied so that the United States can say with confidence that it has 
fulfilled its responsibilities as trustee and has provided these people with the infra- 
structure and the education and, in general, with the tools necessary to enable them 
to grow and prosper on their own. To that end we still have some distance to travel. 
We realize that your subcommittee is facing enormous difficulties in trying to find 
money to take care of the most pressing concerns within your jurisdiction. We 
understand that you will have to make many hard and unpopular decisions. But 
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you have done well by the people of the Trust Territory in past years and we are 
confident that you will do so once again. 


LAND ACQUISITION 


WITNESS 


HON. JIM SANTINI, A REPRESENTATIVE IN CONGRESS FROM THE 
STATE OF NEVADA 


Mr. Yates. Mr. Santini. 

Mr. SANTINI. Good morning, Mr. Chairman. 

Mr. YATES. Good morning to you, sir. 

Mr. Santini. I appreciate this opportunity to summarize the 

statement. I would respond to any questions you might have. 
Moving to the subject at hand, there has been for some long time 

in my concerns for the Nevada land situation a reality of 87 

percent federal land. 85 percent of the land in Clark County, where 

Las Vegas is located, is federal. Much of that land is non-multiple 

use land simply retained in Federal inventory because it is conven- 


~ jent to do so. 


At the other end of the state we had Lake Tahoe, a lake regard- 
ed as a national treasure. There has been a deterioration of 13 
percent of the water quality in recent years due to several contrib- 
uting factors, among them the construction on environmentally 
sensitive areas of that lake. In conjunction with Mr. Burton, not a 
notable enthusiast for the sagebrush rebellion, but an appreciator 
of the practical reality of the problem in the Las Vegas Valley and 
the problem in the Tahoe basin, I hammered out the so-called 
Santini-Burton land purchase of environmentally sensitive land in 
the Tahoe basin. 

Our legislation has caps on it in terms of the amount of land to 
be sold. It has descriptive limitations in terms of what kind of land 
can be sold. It passed the House suspension calendar by an over- 
whelming margin, having received the uniform approval of almost 
everyone concerned or interested in this subject matter. The bill 
was signed into law in late December 1980 

The BLM has proceeded already with Las Vegas Valley sales 
under the Santini-Burton bill, $80,000 has been received under it. 
The Forest Service is proceeding ahead to define the environmen- 
tally sensitive lands at Lake Tahoe and will in June of this year 
specify those areas in the Tahoe basin that would qualify under the 
déscriptive terms of the legislation. 

I think we have created here an imaginative and perhaps alter- 
native response to the challenge that we face in the Congress of 
reducing Federal expenditures, because it joins together, I think, 
rather effectively, two concepts: that is, restoring land to private 
ownership that quite obviously ought to be in private ownership on 
the one hand. 

On the second hand, taking the revenues from those Federal 
land sales and investing them directly into the Federal land acqui- 
sition of private land which ought not to be developed. I believe 
that the concept has viability and potentiality in several different 
arenas. 
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Mr. Yates. How much money is involved? 

Mr. SANTINI. $10 million this year. wre 

All monies are to be repaid to the Federal Treasury. The net 
treasury loss is zero. I think the future gain is substantial because 
we will improve on an existing Federal land recreation area while 
we are selling Federal land in an urban area which needs to grow. — 
Tying the two together as the author of the negotiation, I suppose I 
am subject to some bias in interpreting its imagination and genius, 
but I think it represents a very innovative way to go about trying 
to reach into the very difficult problem that you have with dimin- 
ishing land and water conservation funds. 

Mr. YATES. We will look at it very carefully, Mr. Santini. 

Mr. SANTINI. Thank you, Mr. Chairman. 

[The statement of Hon. Santini follows:] 
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TESTIMONY OF CONGRESSMAN JIM SANTINI 
BEFORE THE SUBCOMMITTEE ON INTERIOR OF THE HOUSE 
APPROPRIATIONS COMMITTEE IN SUPPORT OF FUNDING 
PL 96-586 KNOWN AS THE SANTINI-BURTON BILL 


MAY 4, 1981 


CHAIRMAN YATES AND MEMBERS OF THE SUBCOMMITTEE, I APPRECIATE 
THE OPPORTUNITY TO APPEAR BEFORE YOU TODAY IN SUPPORT OF FUNDING 
FOR PL 96-586, WHICH I WILL REFER TO AS THE SANTINI-BURTON BILL. 
WITH YOUR INDULGENCE, I WOULD LIKE TO GIVE YOU SOME BACKGROUND 
ON WHAT I FEEL IS A UNIQUE AND CREATIVE APPROACH TO FEDERAL LAND 
ACQUISITIONS IN A TIME OF FISCAL AUSTERITY. 


WAY BACK IN 1977 AND 1978 I BEGAN TO LOOK AT TWO SEVERE AND 
QUITE DIFFERENT LAND MANAGEMENT PROBLEMS IN THE STATE OF NEVADA. 
IN URBAN SOUTHERN NEVADA, POPULARLY KNOWN AS THE LAS VEGAS VALLEY, 
THERE ARE HUNDREDS OF PARCELS OF BUREAU OF LAND MANAGEMENT PROPERTY 
WHICH BLM CANNOT MANAGE AND WHICH IMPEDE THE ORDERLY GROWTH OF 
LAS VEGAS. IN SOME CASES WHAT WE HAVE ARE REALLY VACANT CITY LOTS 
BEING USED AS TRASH DUMPS AND ABANDONED CAR LOTS. TO THE OTHER 


_ EXTREME, WE HAVE THE BUREAU OF LAND MANAGEMENT CONTROLLING 150 


ACRES OF THE LAS VEGAS STRIP. THIS URBAN FEDERAL LAND PROBLEM, 

AS YOU KNOW, IS REFERRED TO AS "CHECKERBOARDING." IT ISN'T GOOD 
FOR THE CITY AND IT ISN'T GOOD FOR THE FEDERAL LAND MANAGER. IN 
MANY CASES, THESE PARCELS OF URBAN FEDERAL LAND LIE IN RESIDENTIAL 
AREAS AND VALUES HAVE BEEN ENHANCED BY LOCAL SEWERS AND SERVICES. 


NOW ON THE OTHER END OF MY STATE AND IN CALIFORNIA TOO, THERE 
IS ANOTHER LAND PROBLEM OF AN ENTIRELY DIFFERENT NATURE. WE HAVE 
LAKE TAHOE WHICH IS ONE OF THIS NATION'S NATIONAL TREASURES. THIS 
IS AN ALPINE LAKE WHICH IS STILL ONE OF THE PUREST IN THE WORLD. 
BUT IT IS IN DEEP TROUBLE. OVER THE LAST TEN YEARS, LAKE TAHOE'S 
WATER CLARITY HAS DECLINED ABOUT 13 PERCENT. THIS ALARMING TREND 
HAS BEEN CAUSED BY OVERDEVELOPMENT OF HIGHLY ENVIRONMENTALLY SENSI- 
TIVE LANDS IN THE LAKE TAHOE BASIN. SECOND HOME DEVELOPMENT, ROAD 
EROSION, AND YES, INCREASED TOURISM HAVE ALL CONTRIBUTED TO THE 
POLLUTION. OF LAKE TAHOE. THERE REALLY IS MORE THAN ENOUGH BLAME 
TO SPREAD AROUND FOR THE DEGRADATION OF ONE OF AMERICA'S MOST 
BEAUTIFUL NATURAL RESOURCES. 


IN AN ATTEMPT TO SOLVE THESE TWO DIVERGENT LAND MANAGEMENT 
PROBLEMS, IN 1980 CONGRESSMEN PHILLIP BURTON AND JIM SANTINI 
JOINED IN THE ODD COUPLE MATCH OF THE YEAR AND TRIED TO TURN TWO 
PROBLEMS INTO TWO SOLUTIONS. WE INTRODUCED THE SANTINI-BURTON 
BILL. THIS BILL PASSED LAST YEAR ONLY AFTER A CONSIDERABLE AMOUNT 
OF NEGOTIATION, BLOOD, SWEAT AND TEARS BY MR. BURTON, MYSELF AND 
THE OTHER MEMBERS OF THE CALIFORNIA AND NEVADA DELEGATIONS. 


THE SANTINI-BURTON BILL IN ESSENCE DIRECTS THE SALE OF URBAN 
CHECKERBOARDED FEDERAL LANDS IN THE LAS VEGAS VALLEY AND USES 
INDIRECTLY THE PROCEEDS TO PROVIDE FOR FOREST SERVICE PURCHASE OF 
PRIVATE, ENVIRONMENTALLY SENSITIVE LANDS IN THE LAKE TAHOE BASIN 
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IN BOTH CALIFORNIA AND NEVADA. OUR GOAL IS TO PUT INTO FEDERAL ze ti 
OWNERSHIP LAND WHICH SHOULD NOT BE DEVELOPED AND TO TAKE OUT OF 
FEDERAL OWNERSHIP LAND WHICH SHOULD BE DEVELOPED. AND WE DEAL : 
WITH THESE PROBLEMS WITHOUT CREATING ANOTHER FEDERAL PROGRAM AND 
WITHOUT DEFICIT SPENDING. 


THE TECHNICAL AND PROCEDURAL REQUIREMENTS OF THE SANTINI-. 
BURTON BILL, HOWEVER, REQUIRE THAT WE RUN THE APPROPRIATIONS REQUEST © 
FOR FEDERAL LAND ACQUISITION AT LAKE TAHOE THROUGH THE LAND AND 
WATER CONSERVATION FUND. INSTEAD OF A DIRECT FLOW-THROUGH OF MONIES 
FROM LAS VEGAS VALLEY LAND SALES, WE SIMPLY PLACE THE SALES REVENUES — 
IN THE U.S. TREASURY AND CONSIDER THEM AS REPAYMENT FOR LAND ACQUI- 
SITION MONIES AT TAHOE WHICH MUST BE APPROPRIATED BY CONGRESS. LET 
ME UNDERLINE AT THIS POINT, THAT ALL MONIES APPROPRIATED UNDER THE © 
SANTINI-BURTON ACT ARE REQUIRED TO BE PAID BACK BY 1995 FROM SALES 33 
OF LAND IN THE LAS VEGAS VALLEY. NO DEFICIT WILL BE CREATED.- SANTINI-~ 
BURTON WILL. HAVE A ZERO NET EFFECT ON THE BUDGET. 3 3 


AS THIS SUBCOMMITTEE PROVIDES MONEY FOR THE LAND AND WATER CON- 
SERVATION FUND FOR FY 1982, I URGE YOU TO SET-ASIDE $10 MILLION 
SPECIFICALLY FOR THE SANTINI-BURTON ACT. THIS AMOUNT IS LESS THAN 
HALF OF THE AMOUNT AUTHORIZED BY PL 96-586, AND IT WILL ALL BE REPAID. 

MY UNDERSTANDING IS THAT LAND SALES IN THE LAS VEGAS VALLEY ARE 

BEGINNING AND MONEY WILL CO TO THE TREASURY. OVER A TEN YEAR PERIOD, 

I EXPECT THAT THE LAND SALES AUTHORIZED BY PL 96-586 WILL GENERATE 
FROM $100 TO $150 MILLION DOLLARS OF REVENUE AND THESR FUNDS, BY LAW,: Vs 
ARE CONSIDERED REPAYMENT FOR FOREST SERVICE ACQUISITIONS AT LAKE TAHOE. © 


REGULATIONS FOR REVENUE-GENERATING SALES HAVE ALREADY BEEN 
ADOPTED AND THE BUREAU OF LAND MANAGEMENT INFORMS ME THAT THE LAND 
SALES PROGRAM IN URBAN LAS VEGAS IS MOVING ALONG RIGHT ON SCHEDULE 
WITH MAJOR SALES BEGINNING BEFORE DECEMBER OF 1981. ON THE OTHER 
END, THE. FOREST SERVICE HAS HELD HEARINGS AND IS IN THE MIDST OF ; 
PREPARING A MAP FOR FEDERAL ACQUISITION IN THE LAKE TAHOE BASIN. TO ; 
PLACE A PRIVATE PROPERTY ON A FEDERAL LAND ACQUISITION MAP WILL CREATE ; 


A HARDSHIP UNLESS WE ALSO PROVIDE THE FUNDS TO ACTUALLY ACQUIRE THESE 
LOTS. 


MR. CHAIRMAN, I REALIZE THE ARDUOUS TASK YOU ARE FACED WITH AS 
THIS CONGRESS TRIES TO GET ITS FISCAL HOUSE IN ORDER. I KNOW THE 
PROCESS IS PAINFUL AND THE CHOICES ARE DIFFICULT. I BELIEVE A STRONG 
CASE CAN BE MADE TO GIVE THIS PILOT FEDERAL LAND ACQUISITION PROGRAM 
A CHANCE TO WORK. WITHOUT THE APPROPRIATIONS FROM YOUR COMMITTEE, 
THE LAS VEGAS VALLEY LAND SALES WILL PROCEED. BUT WE'LL ONLY HAVE 


HALF A PROGRAM, AND NOTHING WILL BE DONE FEDERALLY TO PROTECT LAKE 
TAHOE. 


YOU HAVE BEEN VERY PATIENT TO HEAR ME .OUT ON THIS REQUEST. 
I THANK YOU FOR YOUR TIME AND CONSIDERATION. 


be 


= 
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BOUNDARY WATERS CANOE ACT/METRO RIVERS 
CORRIDOR STUDY COMMISSION—PUBLIC LAW 96-607 


WITNESS 


HON. BRUCE F. VENTO, A REPRESENTATIVE IN CONGRESS FROM THE 
STATE OF MINNESOTA 


Mr. Yates. Mr. Vento. It is nice to see you. 

Mr. VENTO. Good morning, Mr. Chairman. 

We have a word or two in here with regard to that all-important 
segment of boundary waters. | 

Obviously the subcommittee is faced with crucial decisions this 
year. I want to state my support for the conservation systems of 
the recreation-based programs that are in the Parks and Conserva- 
tion Program. 

I strongly agree with the Chairman of the Interior Committee in 
his view of the dissemination of that particular fund. 

There are two programs specifically, Mr. Chairman, that I am 


concerned about. One, of course, as you mentioned in welcoming 


me to the subcommittee, is the BWCA appropriation consideration, 
and we, of course, have had, I think, a unique experience with this 
program. 

It has been, I think, very successful in terms of keeping the 
commitments. We feel in the consideration of the 1982 budget that 
this should be a high priority for the Interior Appropriations Sub- 
committee. 

Of course, at the heart of that is trying to maintain harvestable 
wood for development over the next ten years. As my colleague, 
Congressman Oberstar alluded to previously, nearly 37.6 million 
seedlings are ready to be planted in those areas. 

By comparison, the state had only planted 4 million seedlings for 
other areas. We are all geared up to deal with that to carry out the 
intent of this language with the Federal participation. 

In a document supporting this, the State of Minnesota estimated 
the program will return on the average at least $1.25 for each 
dollar expended during the life of the program. So I think that it 
makes good economic sense as well as meeting our commitments, 
Mr. Chairman. 

The second crucial point in this legislation, of course, is the 
acquisition program carried out by the Forest Service under the 
Boundary Waters Act of 1978. On a voluntary basis, specific resort 
owners could require the Federal government to purchase their 
property. That program has gone forward in an orderly manner. 
There are about twelve of the 26 that are under consideration for 
that from a negotiation standpoint and six have already been pur- 
chased. We hope that the committee will carry forward on that 
particular commitment, making the resources available. In the 
House Interior Committee, we established four criteria which we 
hope that you would look at when a program should be eligible for 
acquisition. That is when there is an option to purchase provided 
in the law, when there are acquisition timetables, when there is a 
national significance from immediate threats to the resource, and 
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when the funds are needed to alleviate hardship requirements for 
private-landowners within authorized boundaries. HHGOD 

These two aspects of the Boundary Waters Canoe Area Act, I 
think, are priority issues. We hope you will respond as you have in 
the past. I think it has been, as was noted by my colleague, that 
this subcommittee has really helped us carry through on the com- 
mitments made in this law. SALE oH 

I would also like to call attention to the need for a coordinated 
approach on a different issue. That is in the St. Paul/Minneapolis 
metropolitan area, the Three River Corridors in that area. We are 
blessed with having three major rivers run through our area, the 
Mississippi, the St. Croix, and the Minnesota River. 3 

Last year in recognition of that, the Congress passed a Metropoli- 


tan Area River Corridor Study Commission. It is an important 


initiative because it recognizes that we as federal policymakers 
have major decisions in these areas. We have extensive Corps of 
Engineers activity. We have created a large Wild Scenic River 
designation on the St. Croix as well as a National Wildlife Refuge . 
and National Recreation area on the Minnesota River. 

I think it is important that federal government be involved in 
the review of these land parcels. The amount of commitment in 
this in terms of dollars is very small, but I think our role here will 
be key to the success of providing seme policy direction for Con- 
gress in the future with regard to these parcels. ' 

It is an urban area of over two million people. These represent, 
of course, a very significant resource. 

I hope you, Mr. Chairman, would authorize staff to work with 
my staff and others interested on appropriate ways to accommo- 
date what is rather a modest request for implementation of the 
study commission. 

We have traditionally had a metropolitan council in the area 
that has a long history of success. I think the Federal government 
really should be involved, as I said, from the Corps of Engineers 
standpoint, from the Interior standpoint, in terms of setting in 
place what policy decisions will be with regard to the use of these 
river resources. 

Mr. Chairman, I would be happy to respond to further questions 
or offer support where I can. 

Mr. Yates. Thank you for a very interesting statement. Your 
written statement will be made a part of the record. 

Mr. Vento. Thank you, Mr. Chairman. 

[The statement of Hon. Bruce Vento follows:] 


STATEMENT BY CONGRESSMAN BRUCE VENTO 


Mr. Chairman and Members of the Subcommittee, I would like to thank you for 
the opportunity to testify before you today. Obviously, the Subcommittee is faced 
with many crucial decisions which will affect the future of our national conserva- 
tion systems and other recreational-preservation programs such as urban parks, 
historic preservation, and the Land and Water Conservation Fund. I strongly urge 
the Subcommittee to maintain its commitment to these programs. History has 
amply demonstrated the significant value of these efforts in terms of protecting our 
national resources, treasures, and heritage and providing the American people with 
a wide variety of recreational opportunities both close to home and throughout our 
country. Your support for these programs has been appreciated and your continued 
commitment to the viability of these programs is supported not only by your 
Colleagues but by the American people. 
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I wish to testify today on behalf of two programs which have a significant impact 
on recreation in Minnesota and the preservation of two unique resources in that 


state. 


The Boundary Waters Canoe Area Wilderness is a national treasure. Congress 
recognized that fact when it included the BWCA in the organic Wilderness Act and 
during the 95th Congress, when it responded to threats that resource by overwhelm- 
ingly approving Public Law 95-495, the Boundary Waters Canoe Area Wilderness 
Act. As you are aware, that legislation prohibited the furthe logging in the BWCA, 
addressed the issue of mining in the area and limited motorized use in this highly 
popular wilderness area. . 

The implementation of this legislation has been successful in reaching many of the 
goals that were set forth by Congress. I believe that this success is due in large part 
to the efforts and continuing support of your Subcommittee. 

I am certain that all too often the Subcommittee hears reports of how valuable 
federal funding is misused or ineffective. I would now like to report to you on 


programs where federal assistance and funding have been fully and wisely utilized. 


In considering the legislative proposals on the BWCA, there was agreement by all 
parties that. logging should not continue in the wilderness and that, because of this 
ban, a coordinated state-federal-private program of intensive reforestation should 
occur in lands throughout northeastern Minnesota. To carry out this program, 
Congress authorized and has appropriated $3,000,000 annually in matching grants 
to the state. This funding has been utilized in a most ambitious program for 
reforestation. 

The Minnesota Department of Natural Resources Forestry Division has put this 
money to good use. Under its program, the Division of Forestry has two principal 
goals—to maintain current levels of harvestable wood for the next ten years and to 
improve productivity on existing forest lands to maintain or increase harvesting 


‘levels into the 21st Century. An integral part of this program is the increase in the 


number of new trees to be planted. The State now has 37.6 million trees ready to be 
planted on state, federal and private lands around the BWCA. In comparison, only 
6.4 million seedlings are to be planted in the rest of the state. Besides this ambitious 
program of new plantings, the State Forestry Division is also implementing pro- 
grams to improve harvesting and milling techniques for increased recovery of fiber. 

A thorough economic analysis reveals the true value of this program. The State of 
Minnesota has estimated that this program will return, on the average, at least 
$1.26 for every dollar expended during the life of the program. 

Despite the commitment of the State, the already substantial investment by the 
federal government and the obvious financial success that this program represents, 
the Reagan Administration has proposed to terminate this effort. The impacts of 
such an action will be most significant. The State Forester has informed me that 
unless adequate funds are available, those 37.6 million trees will not be planted. 
Rather they will have to be plowed under. The State of Minnesota has already made 
its matching hare of the grant available for fiscal year 1982 and I urge the Subcom- 
mitten 9 continue this valuable program by appropriating the full $3,000,000 au- 
thorized. 

A second crucial program for the proper implementation of P.L. 95-495 is the 
acquisition program carried out by the Forest Service. As you may be aware, P.L. 
95-495 provided that, on a voluntary basis, specific resort owners could require that 
the federal government purchase their property. The intent of this provision was 
not only to guarantee a buyer to those resort owners, who could not or would not 
adjust to the new clientele attracted by the law, but also to protect the resource. By 
directing the Forest Service to purchase these properties Congress was relieving the 
pressures on the resource for motorized use. The purchase of the resorts and the 
right of first refusal on other land were clearly intended to guide the development 
of new resourts or demands for non-wilderness related activities. Under the previous 
appropriations, this acquisition effort has proved to be most successful. Of the 
nineteen resorts that have requested purchase thus far, six have been purchased 
and negotiations are underway for the rest. In addition, the Forest Service is also 
acquiring crucial inholdings that threaten the wilderness. 

During the consideration of the fiscal year 1982 budget, the House Interior Com- 
mittee established four criteria to determine whether a program should be eligible 
for acquisition. 

These criteria were: 

(1) The funds were needed to honor commitments for condemnation or options to 
purchase. 

(2) The funds were needed to meet legislatively imposed acquisition timetables. 

(3) The funds were needed to protect areas of national significance from immedi- 
ate threats to the resource. 
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(4) The funds were needed to alleviate hardship requirements for private landown- © 
ers within authorized boundaries Sigia- 
Based on the Interior Committee’s consideration, the BWCA met all four tests. — 

I believe that it is important that Congress maintain its commitment to proceed — 
with the implementation of P.L. 95-495. The $3,000,000 grant program for reforesta- 
tion and $2.5 million for acquisition are keys to the effective management of the 
BWCA. Congressman Oberstar and I have discussed this matter and agree that 
priority consideration be given to these efforts. I hope that the Subcommittee will 


which was authorized last Congress in P.L. 96-607. ipa 2a - 

During the consideration of this measure, Congress reemphasized its commitment 
to encouraging the development of recreational resources close to large urban 
populations. With rising energy and vacation costs it has become more and more 
important to direct federal recreation policies to meet urban needs. Congress has 
recognized this need and has initiated strong legislative programs to reach these 
goals. Obviously the creation of new urban parks, such as the Lowell National 
Historic Park, is one necessary approach. However, often times recreational oppor- 
tunities already exist and what is truly needed is a coordinated approach to en- 
hance these resources. Such is the case with the St. Paul-Minneapolis metropolitan 
area and the three river corridors in the area. The Twin City area is most fortunate 
to have the Mississippi, St. Croix and Minnesota Rivers traverse through the region. — 
These rivers have played important economic and historic roles throughout the 
development of this region and today these rivers represent a most significant 
recreational resource. Under the current system, these river corridors offer a vari- 
ety of recreational opportunities under state, local, county and federal jurisdiction. 
This hodge-podge has hampered the maximum utilization of these resources. vos 

To establish a coordinated approach towards the management of the river corri- 
dors, Congress established the Metropolitan Area River Corridors Study Commis- 
sion. This federal-state-local Commission is to develop recommendations for the 
management of these recreational resources to submit to Congress and other the 
appropriate governmental bodies. “QSTy 

I believe that it is important that the federal government maintain a voice in this 
Commission. Not only does the Commission further Congressional commitment to 
developing recreational resources, but also maintains our federal interest in the 
river corridors. (Aes 

Congress has already recognized the recreational resources of the St. Croix River, 
through designation of the Upper and Lower St. Croix as Wild and Scenic Rivers 
and of the Minnesota River, through the creation of the Minnesota Valley National 
Wildlife Refuge and Recreation Area. 

Federal involvement extends beyond park management. The Corps of Engineers 
plays a significant role in transportation activities along all three rivers and is a 
most crucial factor on the Mississippi. 

I believe that federal involvement in the Study Commission is essential in recre- 
ational and economic terms. The Study Commission offers the potential for the 
development of a coordinated management approach for the multitude federal-state- 
county and local agencies involved with the resources of the three rivers. 

I urge the Subcommittee to appropriate the $150,000 authorized to initiate the 
work of the Commission. The local appointees have already begun to meet and it is 
important that federal input be made. I also hope that you, Mr. Chairman, will 
authorize your staff to work with mine to develop the appropriate legislative lan- 
guage for this issue. 

I want to thank the Committee again and hope that you will give every considera- 
tion to the issue which I have raised. 


agree. ihe uate 
I would also like to bring to the attention of the Subcommittee a new program 


LAND ACQUISITION—SANDIA NF 
WITNESS 


HON. MANUEL LUJAN, JR., A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF NEW MEXICO 


Mr. YATEs. Mr. Lujan, welcome to the committee. 
Your statement will be made a part of the hearing record. 
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Mr. Lugan. Thank you, Mr. Chairman. I am here on my favorite 
subject, the Elena Gallegos land grant, which we have discussed on 
a number of occasions, but which I do not find a lot of enthusiasm 
for throughout this Congress. 

Here I am to share with you what at the moment appears to be 
some good news. Since the last time you heard testimony on our 
efforts to acquire the land, I have been attempting to come up with 
a way to bring the land into federal jurisdiction outside the appro- 
priation process, and I think I have found an answer. 

With luck and perserverance, I think we can bring about a land 
exchange between the owners of the land, the Albuquerque Acade- 
my on one hand, and the Bureau of Land Management and the ° 
Forest Service on the other. 

This deal is showing great promise and all of the parties involved 
atk working to fulfill the terms of the option agreement signed by 
the city. | 

As the situation now stands, the Board of Trustees is considering 
an offer of some parcels of BLM and Forest Service land near the 
City of Albuquerque, land that has the potential for appreciation 
pare ae because of its location, no longer should be in public 

ands. 

Let me point out that I prefer the land exchange procedure to 
the appropriation process. While there is no such thing as a free 
lunch, this approach is the most satisfactory from all perspectives, 
including minimum cost to the government. We acquire land that 
should be in public ownership, while at the same time we transfer 
land suitable for development to the private sector. 

My purpose in being here today actually, therefore, is twofold: To 
inform you of developments since my last appearance, and to rec- 
ommend that you keep in mind the idea that a small appropriation 
may be needed to completely fulfill the terms of the option agree- 
ment. 

As you know, in land exchanges there must be value given for 
value received and it is possible to complete the exchange by 
including a small amount of money to equalize the flow. 

I do not know whether this will be the case in this situation, but 
if it is, | would appreciate consideration being given to appropriat- 
ing enough money to complete the transaction. 

I will keep you fully informed on this, and I look forward to the 
time I can tell you that we brought this off with everyone coming 
out a winner. 

Thank you. 

[The statement of Hon. Manuel Lujan follows:] 


STATEMENT OF Hon. MANUEL LUJAN, JR. 


Mr. Chairman, here I am again, on that favorite subject of mine, the Elena 
Gallegos Land Grant. Only this time I am here to share with you what at this 
moment appears to be good news. 

Since the last time you heard testimony on our efforts to acquire the land, I have 
been attempting to come up with a way to bring the land into federal jurisdiction 
outside the appropriation process, and I think I have found an answer. 

With luck and perserverance, I think we can bring about a land exchange between 
the onwers of the land, the Albuquerque Academy, on one hand; and the Bureau of 
Land Management and the Forest Service on the other. This deal is showing great 
promise and all of the parties involved are working to fulfill the terms of the option 
agreement signed by the City. 
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As the situation now stands, the Board of Trustees is considering an offer of some 
parcels of BLM and Forest Service land near the City of Albuquerque—land that 
has the potential for appreciation, and which, because of its location, no longer — 
should be in public hands. ir teebpertl 

Let me point out that I prefer the land exchange procedure to the appropriation 
process. While there is no such thing as a free lunch, this approach is the most 
satisfactory from all perspectives, including minimum cost to the government. We 
acquire land that should be in public ownership, while at the same time, we 
transfer land suitable for development to the private sector. : 

My purpose in being here today, therefore, actually is two-fold; to inform you of 
developments since my last appearance, and to recommend that you keep in mind 
the idea that a small appropriation may be needed to completely fulfill the terms of 
the option agreement. As you know, in land exchanges there must be value given 
for value received, and it is possible to complete an exchange by including a small 
amount of money to equalize the flow. I do not know whether this will be the case 
in this situation, but if it is, I would appreciate consideration being given to 
appropriating enough money to complete the transaction. I will keep you fully 
informed on this, and I look forward to the time I can tell you that we brought this 
off with everyone coming out a winner. aire maar 

Thank you. 


LAND ACQUISITION—SANTA MONICA MOUNTAINS 


WITNESS 


_ 
4 


HON. ANTHONY C. BEILENSON, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF CALIFORNIA 


Mr. BEILENSON. Thank you, Mr. Chairman, Mr. Murtha. 

I appreciate the opportunity to testify before you. 

Mr. Yates. We are honored to have you. Your statement may be 
made a part of the record. 

[The statement of Hon. Anthony C. Beilenson follows:] 


STATEMENT OF CONGRESSMAN ANTHONY C. BEILENSON 


I appreciate the opportunity to testify before this Subcommittee in support of 
funding for land acquisition in the Santa Monica Mountains National Recreation 
Area. 

First, I would like to express my thanks to this Subcommittee for opposing the 
Administration’s entire proposed rescission of Land and Water Conservation Fund 
(LWCF) appropriations in this year’s budget. Your willingness to continue support- 
ing national park projects. to which Congress is already committed gave an impor- 
tant sign of hope to the environmental community which is, understandably, quite 
discouraged by the Administration’s seeming disregard for those commitments. I 
wish to speak briefly about one of Congress’s park commitments, the Santa Monica 
Mountains National Recreation Area. 

Every day I receive letters and telephone calls from constituents who are appalled 
that a President, who greatly enjoys the outdoors himself, who was so charmed by 
the Santa Monica Mountains that he once owned a ranch there, who now spends 
$52,000 of taxpayers’ money to fly to his Santa Barbara ranch for a weekend of 
outdoor activities and self-renewal, is so oblivious to, or insensitive to, the need for 
public outdoor recreation in his home territory that he cannot find, in a $700 billion 
budget, the modest amount of funding necessary to make the Santa Monica Moun- 
tains accessible to all. Frankly, I was shocked myself at Interior Secretary James 
Watt’s proposal for a five-year moratorium on all federal land acquisition—and 
action far more drastic than I anticipated. Certainly I expected some funding cuts 
for land acquisition in the several Parks and Recreation Areas we are engaged in 
creating or augmenting—not a complete halt to the National Park Service’s (NPS) 
land acquisition program everywhere. 

Realistically, for the Santa Monicas, a five-year moratorium on land acquisition is 
not a moratorium at all—it is a final action which would destroy the park. The 
pressure to develop land in the Santa Monicas is so strong that if we wait five years 
to begin buying land again, the areas now considered prime park land will have 
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already become an extension of Los Angeles’ vast suburban sprawl. Appreciating at 
a rate of 20 to 40 percent per year, what land is left five years from now will be 
much, much more expensive—probably prohibitively so. _ 

_ When Congress authorized $155 million for the SMMNRA in 1978, the timetable 
for acquisition was clearly designed to spend large amounts of money immediately, 
rather than delay expenditures, primarily because land there does appreciate so 
rapidly. Having spent only a total of $30 million before Secretary Watt froze LWCF 
monies in February, we were already behind schedule when all further purchases as 
well as negotiations and appraisals were stopped. One thousand two hundred and 
fifty acres which were negotiated for purchase before the freeze are threatened with 
immediate development and will be lost if acquisition funds are not released soon. 
In addition, there are more than 140 willing sellers who will sell their land to 
buyers other than NPS if acquisition funds are not appropriated. It is this competi- 
tion between developers and NPS for SMMNRA land which makes large sums of 
money necessary right now. Delaying purchase means losing the land for public 
recreational use forever. 

Even at its price, land in the Santa Monica Mountains is still a bargain in terms 
of its potential use. Our urban parks are very heavily used: Golden Gate NRA had 
18 million visitors last year; Gateway NRA had nine million. Yellowstone, Yosemite, 
Grand Canyon, and Grand Teton National Parks each had only about two million 
visitors. There are ten million people who live within an hour’s drive of the 
SMMNRA, and another eight million who visit the Los Angeles area annually. 
Because of its proximity to such a large and rapidly growing number of people, the 
SMMNRA has the potential to be our country’s most heavily used national park. 

Congress did not authorize the SMMNRA or any other urban park without 

-thinking, or by accident. We recognized the tremendous needs that exist in our 
urban areas for open space for places to escape the noisy streets and polluted air of 
our densely populated regions. The only mountain range located within a large 
metropolitan area, the Santa Monica Mountains are truly a unique resource that 
offers our citizens an opportunity to hike, picnic, enjoy nature, and feel as though 
they are hundreds of miles away from the city even though it is right below them. 
Since not may people can afford to visit Yellowstone or Grand Canyon, we have 
tried to preserve large expanses of land close to population centers. But, without 
appropriations for land acquisition, those efforts will have been in vain. 

Whether we buy the land and make it into a park, or let developers build houses 
and shopping centers, large amounts of federal money will be needed for the Santa 
Monicas. The mountains are extremely prone to fires, floods, and mudslides, and 
unless substantial changes in our flood insurance and other disaster assistance 
programs are made, the increased number of homeowners who purchase houses in 
the Santa Monicas and eventually become victims of these natural disasters will 
require ever-increasing amounts of disaster aid. Our choice is one of either purchas- 
ing the land for public recreational use, or subsidizing the unwise building of houses 
for those wealthy enough to own a home there. I think it is clear that wise use of 
limited federal funds requires that we choose funding the park. 

We are all concerned about reducing federal spending wherever possible. But there 
really are no alternatives to federal funding for this park and, if we do not buy the 
land for it now, we never will. Congress must not be so short-sighted that we allow 
our current fiscal problems to override our concern for the kind of world we will 
leave to future generations, and make unwise decisions which cannot be reversed. 

I urge this Subcommittee to continue its support for funding for the SMMNRA. 


Santa Monica MountTAINS: THE Hitits ARE ALIVE 
(By SAM KAPLAN) 


Times Urban Affairs Critic 


From Griffith Park to Point Mugu, the patchwork of scrubland, rolling hills and 
jagged cliffs that forms the Santa Monica Mountains National Recreation Area is 
alive with people these balmy spring days. 

They are in clusters picnicking, among classmates exploring, with family and 
friends hiking and camping, as couples strolling and birding, along winding roads 
biking, on dusty trails horseback riding or just simply by themselves on a lonely 
ridge overlooking the magnificence of the mountains marching to the ocean. 

In contrast to allusions by Interior Secretary James G. Watt that national parks 
serve mostly elitist interests, those using the area appear representative of the 
polyglot population of Los Angeles: Latinos having a barbecue in Tapia State Park; 
blacks fishing in Lake Sherwood, whites backpacking on the Chumash Trail and 
Asians, Arabs and even a Gypsy, among others, on nature walks. 
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a - 


mission. 

Dixon’s comments were echoed in more subjective and specific phrases by dozens 
of other persons encountered in the park. “It’s just marvelous to come out and 
picnic here,” said Phil and Audrey Ause of Canoga Park. ‘Fun,” added Roberto 
Castillo of Mar Vista at a family cookout. “A great place to hike and take some 
pictures,” suggested Mike Tuttle of Encino. “Yes, it’s great,” added Jamie King, a 
friend. bicis ¥ 

The remarks and scenes were as varied as the flora in the nearly 40,000 acres of 
local, state and federal lands that at present compose the area. As approved in the 
National Park and Recreation Act of 1978, the area eventually is supposed to 
encompass 150,000 acres, but funds for additional acquisitions have been eliminated 
from the Reagan Administration’s proposed budget. 

With no funds, the U.S. National Park Service cannot proceed with its already 
approved schedule of purchases to improve and expand the National Recreation 
Area. The cuts in effect free the land for private development. 

In defending the cuts before a congressional committee, Watt said he thought 
there already were too many federal parks near urban areas being used as “city 
playgrounds.” Conservationists argue that given the rising cost of-travel this is 
where the parks are needed. 


CONCERTED EFFORT 


“People who can’t afford the time or money to go to a Yosemite need an alterna- 
tive,’ said Jill Swift of the Sierra Club. he4 

On a pleasant weekend such as the last, an estimated 50,000 persons might be 
wandering through and enjoying the Santa Monica Mountains range. According to 
the Park Service, use of the area and its network of local and state parks is 
increasing and should exceed last year’s total visits of about 1 million persons, 
excluding beachgoers. 

The increase is attributed in large part to a concerned effort of the Parks Service, 
the state Department of Parks and Recreation and various volunteer groups to 
attract new users to the range. Once a person comes in contact with the mountains 
through some organized outing, he or she usual returns, with family and friends in 
tow. 

Almost every day there is some activity bringing new people into the mountains. 
Last Saturday, among other events, it was a wildflower identification workshop free 
to all interested at the old Paramount Ranch; Wednesday, an environmental educa- 
tion program for a student group at the Calamigos Ranch, and Friday it will be a 
bus trip to introduce 50 youngsters to the pleasures of Malibu Creek State Park. 

The bus trip in part of the Park Service’s Recreational Transit Program, which 
has been one of the more successful efforts to introduce the mountains to less 
advantaged residents of the Los Angeles region. Developed two years ago under a 
grant from the federal Urban Mass Transportation Administration by a consortium 
of public agencies and private groups, the program to date has served about 40,000 
persons, including many inner city youths. 

Buses also are bringing into the park senior citizens, handicapped persons, hospi- 
tal patients, youth groups and waves of students for field seminars, nature walks 
and picnics. “It’s hard to believe, but some of these people out from Los Angeles 
actually have never seen the ocean or been in the mountains.” said Bill Anderson, 
the Area’s director of visitor services. 

“The park is a vital resource in our program,” explained Bob Logan, a recreation- 
al therapist, who had brought out 27 mental patients from Westwood Hospital last 
weekend to Sycamore Cove for a hike and a cookout. “The doctors actually pre- 
scribed their participation. And I also love getting out.”’ 

At the old Paramount Ranch, now a federal park, sixth graders from Arlington 
Heights public school gathered around Anthony Roybal of the Park Service as he 
talked about how Indians used plants. “The program is super,’ commented Diane 
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Pritchard, integration coordinator for the school. “These kids, many of whom are 
from broken families and poor, need this experience.” 

“It’s really nice getting out of the city,’ added Malek Doulet, one of the students 
Dondow Kaslov, a classmate and a Gypsy, agreed. 

When asked if they are enjoying themselves, the faces of these and other children 
on other walks said more than their squeals and monosyllabic approvals. As they 
rambled along a trail, their looks of caution gave way to curiosity, then wonder and 
excitement. Soon broad smiles and sparkling eyes expressed the delights of the 
discovery of a world beyond the asphalt and concrete of a city. 

Viewed almost daily in the mountains, such scenes prompt those working to 
expand the park and open it up to broader public use to question Watt’s comments 
and President Reagan’s supposed love of the outdoors. “How can anyone like 
- Reagan who says he enjoys the rugged country life deny this experience to these 
children? But that’s what he’s going to do with his cuts.” said a park user. 

Comments of others in the park also were pointed. ““What Reagan’s cuts are doing 
_is destroying our two most precious resources; the children and the land,” said 
Pritchard. “He and Watt should come out on one of these walks and see how the 
park is enjoyed.” 

“Reagan has a big ranch where he can go horseback riding. Most people don’t,” 
added Daren Weskaines of Los Angeles, on a hike with a friend, Barbara Briel of 
Burbank. “We put this land in trust with the government,” said Weskaines, “and 
now we have to fight government to preserve it.’ 

“T don’t know what a little guy can do to save these parks, but I do know we need 
places like this,” commented Larry Wayne of Canoga Park. Wayne made his re- 
marks at Paramount Ranch where he was attempting to handle a horde of youths _ 
there to celebrate his son Lance’s 9th birthday. Helping was a sympathetic Park 

Service employee. 

Hiking also is becomming increasingly popular. In addition to rallying support for 
the parks, the Santa Monica Mountains Task Force of the Sierra Club’s Angeles 
chapter offers walks, rambles and hikes almost daily. (Those interested should call 
344-8714 for details.) 

Within the last year nearly 12,000 persons have followed about 200 volunteers on 
tours of the mountains. “For many it’s their first introduction to the Santa Moni- 
cas,” said Swift, who leads about two hikes a week. “The next time, out they usually 
go by themselves with a friend.” 

This weekend volunteers will be conducting five walks through the park ranging 
from “easy” to “strenous.” Two of the walks Sunday starting at 10 and 10:30 a.m. at 
Cornell Road and Mulholland Highway will be through the so-called Reagan Ranch, 
which was once owned by the President. 

Reagan sold the 290-acre spread in 1966 for $1.9 million to the 20th Century-Fox 
Realty Corp. In 1973 the state acquired the property and an additional 2,340 acres 
for a total of $4.8 million. The land is now part of Malibu Creek State Park, a gem 
in the tiara of open space forming the National Recreation Area, and a favorite of 
hikers. 

During the hikes, Swift said, the volunteer guides will take a break and hand out 
post cards, as they do on most club excursions. Persons then will be asked to write a 
message to the President or their congressional representative requesting that the 
national park appropriations be restored. 


Mr. BEILENSON. Thank you. 

Along with Mr. Seiberling, I want to express my thanks. I think 
your willingness to support national park projects to which the 
Congress is already committed gave an important sign of hope to 
the environmental community out there. I think it is awfully good 
that you did so. 

By “environmental community,” I don’t just mean the members 
of the Sierra Club and Audubon Society. I mean the millions of 
people whom we are finding really care about the environment of 
the country. 

We had the interesting situation in our area of discovering the 
hundreds of persons who voted for and supported the President, 
but are really appalled at his environmental policies. 

So, when I say “environmental community,” I mean a lot of 
people you wouldn’t ordinarily think about, those who haven't 
been, at least until now, active voices in that particular area. 
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Mr. Chairman and Mr. Murtha, if you don’t mind, I will slide 


across to you petitions signed by 3,792 people in our area in sup- 


port of the park that. you have been so helpful in getting started. 

I would also like to call your attention to a nice article which, I 
think, you have a copy of. There have been many articles in the 
LA Times about the park in recent weeks and months, but this one 


is particularly good because it talks about some of the really good 
uses which have been made of the park by a lot of different kinds 
of people in the general urban area. 


It’s really been a very moving experience, this discovery of how 
many people in the area—I don’t mean just in Los Angeles, but in — 
the whole southern California area—care about this park, which so 


many have been working to create for years. : 


We finally got it started with your help two or three years ago. 
And with your help, we have been appropriating some moneys for _ 


it the past couple of years. 


Every day I receive dozens, literally dozens, of phone calls and 


letters from constituents and others in the southern California 
area who are appalled by the park cuts made by a President who 


enjoys the outdoors himself so much, who is so charmed by the 
Santa Monica Mountains that he once owned a ranch there him- 


self, who still spends $52,000 or more of the taxpayers’ money to fly 
to the Santa Monica ranch for a weekend of outdoor activities to 
renew himself, which I totally agree with and believe in. I under- 
stand he needs it. <> 


At the same time, he’s apparently totally oblivious and insensi- 


tive to the need for public outdoor recreation in this own territory 
of his, where many millions of people who live there and many 


millions who visit there simply don’t have available to them the 


same recreational resources as he does in terms of his own private 
range. 

I was shocked, as were many people, at the proposed five-year 
moratorium for all land acquisition proposed by Mr. Watt. Along 
with other people I expected some cutback in park funding by the 
new Administration, but not this entire cutoff of funds. 

Realistically speaking for our own park, for the Santa Monicas, a 
five-year moratorium on land acquisition is not a moratorium at 
all. It is a final action which would destroy the park. 

The pressure to develop land in the Santa Monicas is so strong 
that if we wait five years to begin buying land again, the areas now 
considered prime park land will already become an extension of 
the Los Angeles vast suburban sprawl. 

Mr. Murtua. Who owns this land now? 

Mr. BEILENSON. In most cases, private landowners. We also, of 
course, have three large State parks in the area. The State, Mr. 
Murtha already has spent $100 million to provide recreation. 

Mr. Murtua. That brings to a standstill any plans a person 
wants to make. 

Mr. BEILENSON. That is exactly the situation we find ourselves in 
now. We have under negotiation, for example, about 1,250 acres of 
prime land which the moratorium of Mr. Watt’s has frozen. 

So these people are nowhere. We have 140 other willing sellers 
at the moment with, in most cases, smaller parcels of land to sell. 
And nothing can be done about them, either. 


f 
eS eC — 
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So we face this very particular problem in this park, and I 
suppose you do in a few other of the newer parks where they face 
- similar land appreciation problems, where a moratorium, in effect 
kills the project. 

- You may not find that situation in areas of an established park 
where you already have most of the land acquired, but that is not 
the case here. | | 

‘This subcommittee, especially, Mr. Chairman, has been extreme- 
ly helpful in support of the park during the last two or three years. 

You know all about the park. I am not going to tell you anything 
more about it except to make one additional point we have never 
made in past presentations. 

That is this. Even at its price, which clearly is a lot of money, I 
think land in the Santa Monica Mountains is still a bargain in 
terms of its potential use. 

You probably have these figures but, frankly, I was pleased and 
a bit surprised to get them just recently. Our urban parks are very 

heavily used. 
Golden Gate NRA had 18 million visitors, Gateway NRA had 9 
million. Some of the big flagship parks, such as Yellowstone, Grand 
Tetons, Yosemite, have just over 2 million visitors per year. 

But we have 9- and 18 million per year. There are 10 million who 
live within one hour’s drive of the Santa Monica Mountains. 

We have 8 million who visit the Los Angeles area annually from 
out of State. Because of its proximity to such a large growing 
number of people, this area has the potential, in my opinion, 
without question, to be our country’s most heavily used national 
_ recreational resource. 

So, as I suggested at the outset, Mr. Chairman, Mr. Murtha, even 
though a lot of money is involved here, the usage already is so 
great that I think it is still a bargain, even at present-day costs, 
and I hope very much that, as in the past, you will be able to help 
us with continuing to fund this park. | 

Mr. Yates. Suppose we were to follow the Administration’s 
policy? That would permit private development in the mountains, 
wouldn’t it? 

Mr. BEILENSON. Yes, sir. And that would involve expenditure of 
Federal moneys, too, eventually. 

Mr. Yates. I don’t remember the statistics. Do you remember 
how much of the mountains is in private hands? 

Mr. BEILENSON. I think it is fair to say that a great majority of it 
is in private hands. We do have these three major State parks, 
which are and will become a part of the overall NRA. 

But most of it is in private hands. 

Mr. Yates. So there would be a combination of both under the 
Federal proposal to buy parks? 

Mr. BEILENSON. Yes, sir. 

Mr. YATES. So it sounds like a very happy combination. 

Mr. BEILENSON. We think it is. 

Mr. YATES. Thank you very much. 
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STATEMENT OF HONORABLE JOHN H. ROUSSELOT, MEMBER OF CONGRESS 
TWENTY-SIXTH DISTRICT, CALIFORNIA 
BEFORE THE HOUSE SUBCOMMITTEE ON INTERIOR APPROPRIATIONS 
COMMITTEE ON APPROPRIATIONS 
THE FISCAL YEAR 1982 INTERIOR APPROPRIATIONS BILL, HR 


MR. CHAIRMAN and Members of the Subcommittee, thank you for allowing me this 
opportunity to testify on behalf of a matter of grave importance to all 
Americans -- Forest Fire Protection. As you are aware, this is a problem acutely 


facing Southern Californians. 


"Walls of flame", “blackened acres", “gutted homes", and "exhausted fire crews" 
cross the TV screen in a blur almost every summer and fall in California. 
Fortunately, 95% of all wildfires are controlled before they burn even 10 acres. 
Only the few that escape initial attack by firefighters spread to the headlines. 
Yet, these wildfires break out in the National Forests in California every year. 
They burn an average of 112,000 acres and cost about $58 million in resource 


damage and suppression. 


During just 16 days last November, 139,000 acres of brushland burned, 300 homes 
were destroyed, 4 deaths resulted, and property and resource losses were in the 
untold millions. The U.S. Forest Service, in cooperation with State, County and 
municipal fire agencies, is struggling with this ever-increasing protection 
problem as populations increase and urbanization pushes relentlessly into more 
brush and hazardous areas. Since 1970 there has been a 26% increase in the 
population of Southern California. Fire protection must be kept strong. Reduced 


appropriations for both the FIRESCOPE program and Forest Fire Protection would be 
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extremely poor economy and would result in far greater future costs in dollars 


as well as in resource losses and human suffering. 


The California delegation has been very bipartisan in our willingness to 
fight for these funds and the appropriations that we firmly believe are vitally 


needed. 


Mr. Chairman, you have always been very cooperative in trying to make sure that 

we have adequate funding, eVen above authorization Tevels, for these fire 
fighting programs. This is why I am appearing before you today. As one who sits 
on the Floor all of the time to try to follow expenditure levels, I can say that 
the cooperation among California congressmen for FIRESCOPE and Forest Fire 
Protection funding has been excellent. Last Congress, Congressman Barry Goldwater, 
Congressman Jim Corman and I held Congressional hearings in Los Angeles regarding 
the firefighting operations in Southern California. It was apparent from the 
testimony received from respresentives of the U.S. Forest Service, the State 
Department of Forestry, the California Air National Guard, the various county and 
city fire departments, as well as the Watershed Fire Council of Southern California, 
the Air Tanker Association and various Los Angeles County Supervisors representing 
the many homeowners of the area, that FIRESCOPE and related programs must be kept 


viable. 


Let me talk for a few minutes about the FIRESCOPE program. FIRESCOPE is a 
cooperative venture among agencies crossing jurisdictional boundaries, and was 
chartered by Congress in 1972 to optimize fire protection services. FIRESCOPE is 
designed to improve the coordination and effectiveness on multi-jurisdictional fires 
and other emergencies. The 5-year research effort was completed in 1977, and 
development is now about 40% complete. 

The few operating parts of the program are already paying off. During last 
November's fires, fire services estimated that they saved more than $800,000 in 


direct suppression costs and approximately $9 million in private and public property 
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by utilizing FIRESCOPE procedures and technologies. A fully mma Lakecaneacrast 
can patie costs and losses by an average of $6 million annually according to 
an economic study. FIRESCOPE is no longer just a local program for the San 
Bernardino, Angeles, Cleveland, Los Pedres and Dequoia National Forests in 
Southern California; its wide application ability is rapidly being recognized, and 
its endorsement by the National Association of State Foresters attests to its 

| effectiveness. 
With dozens of fire departments in different jurisdictions, each using different 
equipment, training methods, and radio frequencies, it was nearly impossible to 
muster available firefighting forces for timely and effective combined attack on 
wildfire. The program called FIRESCOPE is a multi-agency coordination system (MACS) 
where Federal, State, County and Municipal fire chiefs determine priorities and 
deploy firefighting resources during fires. A map of the 1,400 square miles 

area served pinpoints all engines, aircraft and fire crews available. Eventually, 
a computer program called FIREMOD will be used to predict spread rate and size of 
fire from the time of the first report and initial attack. Computer models will 
use data on fuel type and age, slope and other terrain characteristics, windspeed 
and direction, and humidity to predict the location of fire perimeters 6 to 12 hours 
into the future on major fires and evaluate alternative allocation of suppression 


forces and tactical and strategic action. 


FIRESCOPE has developed standard training and terminology for firefighting 
organizations and systemized radio frequencies so that agencies can communicate 


quickly and reliably during a fire. 


MR. CHAIRMAN, I, and I speak for many members of the California delegation who 
could not be here today, would like to request that $2.4 million be contained in 


the FY 1982 budget for the activities of the FIRESCOPE program. 
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Additionally, Forest Fire Protection, listed under Forest Management, 

Protection, and Utilization - National Forest System, Land and Resources 

Protection, has been recommended at the level of $178 million. I would like 

to see an additional $3 million added to the budget to make a total of $181 million. 
This amount is $17 million higher than in the FY 1981 aporariatton measure, but 

$12 million of this will be needed to cover the pay act costs. Other increases 

in costs due to inflation will absorb another $7 million, so in effect, this is 


a $2 million decrease from FY 1981. 


Fuels management, particularly the building and maintaining of fuelbreaks, is 


a vital part of the program that this fund supports. It also supports all the 


activities of fire prevention, fire detection, fire attack and aviation operations. 


Southern California has a combination of fuels, topography and weather conditions 
which create one of the most critical wiidffre @itudtions in the world. This 

was recognized early in California history when the San Gabriel Forest Reserve 

was established in 1892. The primary objective was the need to protect critical 
watersheds, thus reducing the risk to life and property from fire and resulting 
floods and mudflows. Since then, the wildfire situation has become more complex 
and the addition of large population centers has created high down stream property 


values and residential development in the critical fire prone watersheds. 


As you know, disastrous wildfires are too common in the chaparral brushlands of 
Southern California. As I stated earlier, 95% of the wildfires are controlled 
rapidly at 10 acres or less during initial attack. The 5% that are not controlled 
by initial attack forces normally occur during extreme weather conditions and 
sometimes become the large disastrous fires. Due to advances in technology and 
capabilities of the fire service agencies, more of tnese fires are being controlled 
without undue property or watershed damage. However, fires which occur during 


periods of high winds and low humity (such as experienced last November) will continue 
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LAND AND WATER CONSERVATION FUND 


WITNESS 


HON. DANTE B. FASCELL, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF FLORIDA 


Mr. YATES. The statement by Mr. Fascell may be received into 
the record at this point. 
[The statement of Hon. Dante B. Fascell follows:] 


STATEMENT OF CONGRESSMAN DANTE B. FASCELL, 15TH District, FLORIDA 


Mr. Chairman and members of the subcommittee, I appreciate very much having 


this opportunity to testify before you. This is a matter which has very grave ~ 


consequences, not only in my own congressional district, but nation-wide, and it is 
one about which I feel very strongly. . 

The Secretary of the Interior’s announced moratorium on all federal land pur- 
chases and on grants to the States for their parks programs is, in my judgment, 
unfair to property owners; will result in false economy; and will have a devastating 
effect on the preservation of extremely valuable and endangered resources. 

There are dozens of already-authorized federal parks throughout the country 
which the federal government has publicly announced it has an intention of acquir- 
ing. Three of these are in my congressional district. They are the Biscayne National 
Park, the Crocodile Lake National Wildlife Refuge and the Big Cypress National 
Preserve. - 

The legislation which authorized both thé Biscayne National Park and the Big 
Cypress National Preserve specifically mandate that all privately owned lands must 
be acquired within a definite period of time. With respect to Big Cypress, that 


deadline has already passed and it is my understanding that there are about 200 - 


tracts, representing 6,500 acres and some 200 individual owners, remaining to be 
negotiated to a conclusion. Some 5,500 tracts are in condemnation proceedings. 

The Biscayne National Park legislation, enacted last year, directs that all the 
privately owned lands must be acquired within three fiscal years. The previous 
administration’s fiscal year 1982 budget recommended $5 million to begin acquisi- 
tion and this represents half of the total amount expected to be required. 

The Crocodile Lake National Wildlife Refuge was established by order of the 
Secretary of the Interior in an effort to preserve the seriously endangered specie of 
the American crocodile. This involves 7,100 acres on Upper Key Largo, Florida, and 
62 individual owners (some owners have more than one tract). Of the 18 known 
remaining crocodile nests in the entire country, seven are located in the Refuge. 
$2.6 million has alrady been appropriated for acquisition in fiscal year 1981 and $2.1 
million had been budgeted for fiscal year 1982. I am deeply thankful to you for 
approving a resolution of disapproval on the administration’s rescission of the 1981 
money and will support this when it comes to the floor for a vote. 

Mr. Chairman, once the federal government has declared its intention to acquire 
property from private landowners, there is an inherent obligation on the part of the 
government to proceed with those acquisitions as quickly as possible. Property 
owners are required to continue to pay taxes until their land has been acquired and 
they are, for all practical purposes, unable to do anything with the land whereby 
they could realize any income from it. For the federal government to adopt a policy 
of not acquiring the land amounts to condemnation without compensation. It is 
unfair and unconscionable. 

The moratorium on land acquisition is also, it seems to me, false economy. The 
Washington Post, in an editorial of April 11, 1981, (copy attached for the record), 
points out that the cost to the government several years from now is likely to be 
much higher as land values continue to rise around the country. Therefore, in the 
long run we will not be saving money by not acquiring these lands in a timely 
fashion, but spending more of it. 

Finally, failure to incorporate these lands into the National Park System will 
seriously endanger the chances that they will ever be preserved for future genera- 
tions. Once lost to development, they can never be recovered and the American 
people will have lost forever a very valuable resource. It is our responsibility to see 
that this does not happen. 

Secretary Watt has proposed that the very small amount of money which is now 
budgeted by the administration for the Land and Water Conservation Fund be used 
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for maintenance of existing parks instead. There is no question that many of our 
older parks need refurbishing. However, the legislation establishing the Fund clear- 
ly states that the monies are to be used for federal land acquisitions and for grants 
to the States. There is no provision for the use of these funds for maintenance of 
Federal parks. In an editorial on April 19, 1981, (copy attached for the record), the 


_ Miami Herald states that “the trust fund, now generating $900 million per year, is 


supported by revenue from offshore oil leases, not from taxes. It operates on the 


_ classic conservative principle that income from nonrenewable resources should be 


spent as capital outlays in one-time acquisitions, not on recurring operating ex- 
penses. Yet the Administration seeks to breach that principle by diverting the trust 
fund to maintenance.” 

With respect to the Land and Water Conservation Fund’s states grants programs, 
our State and local governments will face serious consequences without these funds 


as well. Many of these entities already have planning well under way which involve 


matching grants. The same problems which I have already cited with respect to the 
results of a moratorium on federal land purchases will be multiplied at the state 
and local levels if the expected grants are not forthcoming. 

Mr. Chairman, each and every one of us is keenly aware of the need to reduce 
federal spending and we all support the President’s goal of trying to achieve a 
balanced budget. We are all under tremendous pressure to do so and I think we will 
come up with a vastly reduced budget this year. But we will not be helping the 
economy if what we do not spend now ends up costing more later. And we will not 
be helping the economy if property owners cannot get their money out of land 
which the government has said it intends to take and invest it elsewhere, where it 
can become income-producing. That, at least, is my understanding of what “supply- 
side economics” is all about. : 

For all of these reasons, I urge you to appropriate funds for the Land and Water 
Conservation Fund at a level that will cover federal acquisitions that had originally 
been programmed for fiscal year 1982. I believe the States are prepared to accept a 
reduced level of funding as long as what remains is apportioned fairly among them. 
This is the fair and reasonable thing to do. e 


[From the Washington Post, Apr. 11, 1981] 


SHAPING Up THE PARK SYSTEM 


There is a superficial logic in the plan Secretary of the Interior James Watt has 
proposed for the national parks system. He wants to fix up the parks that already 
exist and halt, at least temporarily, the acquisition of new park land. Given the 
condition of many of the great national parks—shabby is the right word—and the 
vast expansion of the park system in the last decade, the idea seems to make sense. 

As with many such ideas, however, there is a problem. The government has a 
backlog of about a billion dollars worth of land that Congress has said it wants to 
buy for the park system. This includes not only many recently authorized parks but 
parts of such established parks as Redwood and the Cape Cod National Seashore. 

The people who own that land are mostly waiting to get their money; there isn’t 
much of a market for land the government has said it is going to take. Under Mr. 
Watt’s proposal, these owners will simply have to continue to wait—which, in some 
cases, will make them happy—while the value of their land appreciates. The util- 
mate cost to the taxpayer, of course, is likely to be much higher in 5 or 10 years 
than it is now. 

Mr. Watt is right in claiming that there is a need to reevaluate the whole park 
system. The “park barrel” did seem to replace the old pork barrel in recent sessions 
of Congress when members began to prefer parks to dams in their home districts. 
But the way to handle that reevaluation is for Mr. Watt and his experts to recom- 
mend to Congress which parks should be de-authorized. 

In the meantime, it would be wiser to spend whatever money is available buying 
land the Park Service knows it will need than to scrub the buying program in favor 
of refurbishing the older parks. The public has put up with the shabbiness of some 
of those areas for a good many years now and can continue to do so for a while 
longer. Any appreciable delay in the acquisition program increases the risk that the 
land will never be bought and that it will be used in ways incompatible with a park 
before the government gets around to obtaining it. 
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[From the Miami Herald, Apr. 19, 1981]. 


Funp to Buy Park LAND SHouLD Not BE UsurPEep 


Until now, the sanctity of the Federal trust fund that pays for additions to the 
national-park system had not been challenged. Since Congress established the Land 
and Water Conservation Fund in 1964, four Presidents—two Republican and two 
Democratic—had honored its role in buying endangered lands for public use. 

No more. The Reagan Administration has asked Congress to open the trust fund 
for the first time for maintenance, not purchase, of Federal properties. 

Congress must not permit this abrupt about-face after a generation of sound parks 
planning. What Interior Secretary James Watt proposes is not mere fiscal conserva- 
tism. It is a repudiation of the fundamental principle of the national park system. 
Mr. Reagan’s electorial victory was not a mandate for any such attack on the public 
interest. 

South Floridians can see the impact of Secretary Watt’s ideological coup already. 
Purchase of land in the Big Cypress National Preserve, Biscayne National Park, 
and Crocodile Lake National Wildlife Refuge on Key Largo has been ordered halted. 

The result is that 71,000 acres of prime shoreline in Biscayne Bay will not be 
bought on the three-year schedule that Congress adopted last year. Big Cypress, a 
critical recharge area for South Florida’s drinking water, will remain in a checker- 
board pattern of public and private ownership. The major remaining habitat of the 
Florida crocodile will hang as tempting bait for several eager developers. 

This spending freeze betrays the trust that local and state governments placed in 
Washington when all acted together to preserve Biscayne Bay and the other critical 
properties. Coupled with the assault on the trust fund, the spending freeze is 
exposed as more than a delay adopted as a fiscal constraint. It is half of a pincers 
movement that could foreclose parks acquisitions entirely. 

The trust fund, now generating $900 million per year, is supported by revenue 
from offshore oil leases, not from taxes. It operates on the classic conservative 
principle that income from nonrenewable resources should be spent as capital 
outlays in one-time acquisitions, not on recurring operating expenses. Yet the Ad- 
ministration seeks to breach that principle by diverting the trust fund to main- 
tenance. 

More than half the fund’s expenditures go to local and state governments in 
dollar-for-dollar matching grants. The Federal turnabout therefore would hamstring 
many acquisitions already planned by the states, including Florida. And without a 
continuing Federal land-purchase program, there is little hope for the critical 17,000 
acres optioned by the Trust for Public Land on the eastern boundary of Everglades 
National Park. 

Florida needs the lands whose purchase now is threatened. Even more important, 
the nation needs the systematic and financially secure approach to parks expansion 
that it adopted with the trust fund so many years ago. It’s doubtful that those who 
voted for Mr. Reagan meant thereby to endorse dismantling that nonpolitical and 
cont Pane program. They should tell him so, and Congress with him, before it’s 
too late. 


Mr. YATES. We are in recess until 2 o’clock. 


AFTERNOON SESSION 


Mr. Yates. Mr. Reporter, show the hearing is coming to order. 

We are delighted to have our old friend, Congressman Jack 
Brinkley appear before us as a witness. 

He appears in support of appropriations for the Warm Springs 
Fish Hatchery. 


FISH AND WILDLIFE-WARM SPRINGS FISH HATCHERY 


WITNESS 


HON. JACK BRINKLEY, A REPRESENTATIVE IN CONGRESS FROM THE 
STATE OF GEORGIA 
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Mr. Brinkley, your statement may be made a part of the record 
at this point. | 
[The statement of Hon. Jack Brinkley follows:] 


STATEMENT OF Hon. JACK BRINKLEY 


Mr. Chairman, I appreciate this opportunity to testify on behalf of a crucial 
construction project at the Warm Springs National Fish Hatchery, located in my 
district in Warm Springs, Georgia. 

The Warm Springs National Fish Hatchery performs a vital food supply function, 
while providing crucial employment opportunities to families throughout the area. 
To continue the Hatchery’s first-rate production operations, construction of 24 new 
fish ponds with pond kettles is an urgent priority. According to the U.S. Depart- 
ment of the Interior’s Fish and Wildlife Service, construction costs would total 
approximately $350,000. 

By way of background, the Warm Springs National Fish Hatchery was established 
in 1899 for the production of largemouth bass and bluegill for distribution in west 
central Georgia. Redear sunfish has since been added to the production. Channel 
catfish are transferred in from other national fish hatcheries, but some must be 
held for additional growth for federal waters. Most of the hatchery-reared fish are 
stocked in farm ponds. Warm Springs stocks an estimated 1,500,000 fish annually. 
Stele: Federal and cooperative fish management programs are supported by the 

atchery. 

Since the National Fish Hatchery at Marion, Alabama, has been turned over to 
the State of Alabama, 15 counties in the southwestern part of Georgia have been 
added. This now brings a total of 53 counties for which Warm Springs is responsible 
_ for stocking fish for farm ponds. Warm Springs has also assumed the responsibility 
for providing the Southeastern Fish Control Laboratory, also in Warm Springs, with 
yearling and adult fish in addition to the fingerling fish already provided. 
Presently, 12 unfinished one-half-acre ponds are being used. The Southeastern 

Fish Control Laboratory is also using 12 unfinished ponds. Sixteen old production 
ponds and two display pools will not hold water. Pond kettles are urgently needed to 
maximize production capability. Installation of the 24 fish ponds with kettles would 
increase the hatchery’s production capacity by about 60 percent. 

This cost-effective approach would both substantially increase one of our most 
valuable food supply sources and help to insure a productive future for one of our 
nation’s leading hatchery facilities. 

I urge subcommittee approval of this essential construction at the Warm Springs 
National Fish Hatchery. — 


Mr. BRINKLEY. Thank you very much, Mr. Chairman. The state- 
ment is short. With your permission, I will go right through it. 

I do appreciate this opportunity to testify on behalf of a pivotal 
construction project at the Warm Springs National Fish Hatchery 
located in my district, in Warm Springs, Georgia. 

The Warm Springs National Fish Hatchery performs a vital food 
supply function, while providing crucial employment opportunities 
to families throughout the area. To continue the Hatchery’s first- 


| _ rate production operations, construction of 24 new fish ponds with 


pond kettles is an urgent priority. 

According to the U.S. Department of the Interior’s Fish and 
meaner Service, construction costs would total approximately 

By way of background, the Warm Springs National Fish Hatch- 
ery was established in 1899 for the production of largemouth bass 
and bluegill for distribution in west central Georgia. 

Redear sunfish has since been added to the production. Channel 
catfish are transferred in from other national fish hatcheries, but 
some must be held for additional growth for Federal waters. 

Most of the hatchery-reared fish are stocked in farm ponds. 
Warm Springs stocks an estimated 1,500,000 fish annually. State, 
Federal and cooperative fish management programs are supported 
by the hatchery. 
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Since the National Fish Hatchery at Marion, Alabama, has been 
turned over to the State of Alabama, 15 counties in the southwest- 
ern part of Georgia have been added. This now brings a total of 53 
counties for which Warm Springs is responsible for stocking fish 
for farm ponds. 

Warm Springs has also assumed the responsibility for providing 
the Southeastern Fish Control Laboratory, also in Warm Springs, 
with yearling and adult fish, in addition to the fingerling fish 
already provided. 

Presently, 12 unfinished one-half-acre ponds are being used. The 
Southeastern Fish Control Laboratory is also using 12 unfinished 
ponds. 

Sixteen old production ponds and two display pools will not hold 
water. Pond kettles are urgently needed to maximize production 
capability. Installation of the 24 fish ponds with kettles would 
increase the hatchery’s production capacity by about 60 percent. 

This cost-effective approach would both substantially increase 
one of our most valuable food supply sources and help to insure a 
productive future for one of our nation’s leading hatchery facilities. 

I urge subcommittee approval of this essential construction at 
the Warm Springs National Fish Hatchery. 

Mr. Chairman, I might only add that I Wave gone to this facility 
personally, have viewed it, I have seen its potential and I think it 
would be a good investment to go forward and complete something 
that really has already begun. 

Mr. YATES. Good. Thank you very much, Mr. Brinkley. We appre- 
ciate it. We will certainly give it every consideration. 

Mr. BRINKLEY. You are very kind to see me out of order. I have 
an Armed Services Committee meeting at this identical time, so it 
gives me an opportunity to go right back to them. 

Mr. YATES. Good. 

Mr. BRINKLEY. You know, Warm Springs is also the site of the 
Little White House where FDR went. 

Mr. Yates. I remember it very well. It is the place where Roose- 
velt died. 

Mr. BrRINKLEY. It’s an anomaly, perhaps, that the cold water 
coming out of the east side of the mountain is for fish, suitable to 
them, while on the other side of the mountain is the warm water 
suitable for polio and spinal cord victims’ rehabilitation. 

Thank you, sir. 

Mr. YaTEs. Thank you, Jack. 


INTERIOR PROGRAMS 


WITNESS 


HON. JONATHAN BINGHAM, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF NEW YORK 


Mr. Reporter, we are delighted to have our old friend, Congress- 
man Bingham, appearing before our subcommittee today. 

Jack, your statement may be made a part of the record. I will be 
glad to hear what you have to say. 
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at [The statement of Hon. Jonathan Bingham follows:] 


277 J 


TESTIMONY OF Hon. JONATHAN BINGHAM 


- Mr. Chairman, I am pleased and grateful that you have given me the opportunity 
to testify before you today on the future of the Urban Parks and Recreation 
Recovery Program (UPARR). This Subcommittee has been an early and consistent 
friend of the UPARR program. Today I urge you to join me in pushing for its 
continued existence. 

This will not be an easy task. The Administration has recommended that there be 
no funding for UPARR in 1982. In fact, the Administration proposed a recission of 
UPARR’s 1981 appropriation, a move this Subcommittee wisely rejected. If the 
Administration’s 1982 phase-out of UPARR takes effect, it will be a tragic loss for 
our Nation’s cities. Accordingly I endorse the Interior Committee’s recommendation 
of $40 million in funding for UPARR in 1982, a figure which the Committee calls 
Hee minimum threshold level below which this national program will not be 
viable. 

The UPARR program was established under the National Park and Recreation 
Act of 1978, Public Law 95-625. It is a matching grants program designed to target 
aid to distressed cities for the revitalization of park and recreation systems. UPARR 
was developed because no Federal program targeted recreation aid to cities, where 


the need was greatest. The 1978 National Urban Recreation Study showed that 


needs were greatest at the neighborhood level, that neither national nor state parks 
were meeting that need. The Land and Water Conservation Fund, an excellent 
program in other respects, did not provide aid for the rehabilitation of existing 
facilities. Nor could Land and Water Conservation Fund money be used for shel- 
tered facilities. For years urban members of Congress—I was one of them—tried to 
open up the Land and Water Fund to meet these urban needs. In 1976 the confer- 
ence committee which was working on the reauthorization of the Land and Water 
Fund voted to ask the Interior Department to study the urban recreation situation. 
The 1978 study was the result. UPARR was developed to meet the serious needs 
which were illustrated in that study. . 

UPARR is not a Federal giveaway program. Its purpose is to stimulate communi- 
ty-wide commitment to long-term planning, financing, operation, and maintenance 
of local recreation systems. To participate in the program communities must pro- 
duce an inventory of their recreational stock and devise a long term plan for its 
revitalization. This is no easy task. But it has not dampened local enthusiasm for 
UPARR. Over 300 cities have pledged to complete UPARR Recovery Action Plans 
by the end of this year. Over 1000 proposals for UPARR rehabilitation and innova- 
tion grants have been submitted. 

One of UPARR’s great strengths is that it “leverages” nonfederal investments by 
the use of a few federal dollars. Grants are provided to those municipalities which 
demonstrate that they will use the federal contribution to elicit local governmental 
and private contributions. For example, in Jersey City UPARR provided $225,000 
for a community center. Private corporations, foundations, and nonprofit organiza- 
tions came up with a million dollars. In Toledo UPARR provided $552,790 for the 
rehabilitation of four inner city parks. That was met by $30,000 from the YMCA 
and $206,000 in city funds. In Gulfport, Mississippi $105,000 from UPARR was met 
with $45,000 from the city. Thus, dollars appropriated for UPARR have a good 
chance of producing other dollars from the private or local governmental sectors. 

I fear that without UPARR these non-federal contributions will not be made. In a 
time of belt-tighening and fiscal austerity parks and recreation will be at the bottom 
of most cities list of priorities. This is not to say that recreation is unimportant but 
realistically it cannot and should not compete with essential services like police 
protection and sanitation. Without UPARR city parks will continue to deteriorate. 
The young and the old will find themselves unable to use their local parks. Neigh- 
borhoods near these parks will suffer as the blight moves outward from the parks. 
The millions of dollars invested in existing parks will be lost. 

The elimination of UPARR at this time is a classic example of being penny wise 
and dollar foolish. UPARR is essentially a conservation program. It encourages 
cities to preseve their existing capital investment in recreation facilities. It encour- 
ages them to examine what they have and make maximum use of these facilities. 
Ending UPARR would be a signal to the cities that preservation of existing recre- 
ational resources is not a priority of the federal government. Ironically, the Admin- 
istration has made preservation and enhancement of existing facilities the corner- 
stone of its national park policy. That same commitment should be applied at the 
local level. If UPARR is terminated, cities will most likely abandon their long-term 
plans for rehabilitation of recreational resources. Rather they will allow these 
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facilities. to deteriorate and plan for the day when Washington and the states will 
provide funding for new facilities. In the end, recreation needs will have to be met. 


The question is whether we will meet them now through incentives for preservation — 


or meet them later with newer more expensive facilities. 
I trust that this Subcommittee will recommend continued funding for the UPARR 


program. It is a model of constructive federalism. It is targeted to those cities and 


those populations most in need. It uses limited federal funds to elicit the maximum 
in local planning efforts and local financial contributions. It conserves existing 
urban facilities and, through its emphasis on close-to-home recreation, encourages 
the conservation of gasoline as well. It is not an example of a bloated federal 
giveaway program but is rather almost a textbook illustration of the type of federal 
program most in keeping with these times of budgetary restraint. Simply put, 
UPARR is a program worth preserving. Thank you for your time and your consider- 
ation. 


Mr. BincHam. Thank you very much, Mr. Chairman. 

I am delighted to have the opportunity to testify before you and 
the subcommittee today on the future of the Urban Parks and 
Recreation Recovery Program. | 

This subcommittee has been an early and consistent friend of the 
UPARR program. I urge you to join me in pushing for its contin- 
ued existence. 

This will not be an easy task. The Administration has recom- 
mended that there be no funding for UPARR in 1982. In fact, the 
Administration proposed a recission of UPARR’s 1981 appropri- 
ation, a move this subcommittee wisely rejected. 

If the Administration’s 1982 phase-out of UPARR takes effect, it 
will be a tragic loss for our nation’s cities. Accordingly, I endorse 
the Interior Committee’s recommendation of $40 million in funding 
for UPARR in 1982, a figure which the committee calls “the mini- 
mum threshold level below which this national program will not be 
viable.”’ 

The UPARR program was established under the National Park 
and Recreation Act of 1978, Public Law 95-625. It is a matching 
grants program designed to target aid to distressed cities for the 
revitalization of park and recreation systems. 

UPARR was developed because no Federal program targeted 
recreation aid to cities, where the need was greatest. The 1978 
National Urban Recreation Study showed that needs were greatest 
at the neighborhood level, that neither national nor state parks 
were meeting that need. 

The Land and Water Conservation Fund, an excellent program 
in other respects, did not provide aid for the rehabilitation of 
existing facilities. 

Nor could Land and Water Conservation Fund money be used for 
sheltered facilities. For years, urban members of Congress—I was 
one of them—tried to open up the Land and Water Fund to meet 
these urban needs. 

In 1976, the conference committee which was working on the 
reauthorization of the Land and Water Fund, voted to ask the 
Interior Department to study the urban recreation situation. 

The 1978 study was the result. UPARR was developed to meet 
the serious needs which were illustrated in that study. 

UPARR is not a Federal giveaway program. Its purpose is to 
stimulate communitywide commitment to long-term planning, fi- 
nancing, operation, and maintenance of local recreation systems. 
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To participate in the program, communities must produce an 


inventory of their recreational stock and devise a long-term plan 


_ for its revitalization. 


' This is no easy task. But it has not. dampened local enthusiasm 
for UPARR. Over 300 cities have pledged to complete UPARR 
Recovery Action Plans by the end of this year. 

_ Over 1000 proposals for UPARR rehabilitation and innovation 
grants have been submitted. 

~ One of UPARR’s great strengths is that it “leverages” non-Feder- 
al investments by the use of a few Federal dollars. Grants are 
provided to those municipalities which demonstrate that they will 


use the Federal contribution to elicit local governmental and pri- 


vate contributions. 

For example, in Jersey City, UPARR provided $225,000 fora 

community center. Private corporations, foundation, and nonprofit 
organizations came up with a million dollars. And I have indicated 
some other examples. 

I fear that without UPARR, these non-Federal contributions will 
not be made. In a time of belt-tightening and fiscal austerity, parks 
and recreation will be at the bottom of most cities’ list of priorities. 
This is not to say that recreation is unimportant, but realistical- 
ly, it cannot and should not compete with essential services like 
police protection and sanitation. 

~ Without UPARR, city parks will continue to deteriorate. The 
young and old will find themselves unable to use their local parks. 
Neighborhoods near these parks will suffer as the blight moves 
outward from the parks. The millions of dollars invested in existing 


parks will be lost. 


The elimination of UPARR at this time is a classic example of 
being penny wise and dollar foolish. UPARR is essentially a conser- 
vation program. 

It encourages cities to preserve their existing capital investment 
in recreation facilities. It encourages them to examine what they 
have and make maximum use of these facilities. 

Ending UPARR would be a signal to the cities that preservation 
of existing recreational resources is not a priority of the Federal 
Government. 

Ironically, the Administration has made preservation and en- 
mesonies of existing facilities the cornerstone of its national park 
policy. 

That same commitment should be applied at the local level. If 
UPARR is terminated, cities will most likely abandon their long- 
term plans for rehabilitation of recreational resources. 

Rather, they will allow these facilities to deteriorate and plan for 
the day when Washington and the States will provide funding for 
new facilities. In the end, recreation needs will have to be met. The 
question is whether we will meet them now through incentives for 
preservation or meet them later with newer, more expensive 
facilities. 

I trust that this subcommittee will recommend continued fund- 
ing for the UPARR program. 

It is a model of constructive Federalism. It is targeted to those 
cities and those populations most in need. It uses limited Federal 
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funds to elicit the maximum in local planning efforts and local 
financial contributions. ‘ 

It conserves existing urban facilities and, through its emphasis — 
on close-to-home recreation, encourages the conservation of gaso- 
line as well. .< 

It is not an example of a bloated Federal giveaway program, but 
‘is rather almost a textbook illustration of the type of Federal 
program most in keeping with these times of budgetary restraint. 

Simply put, UPARR is a program worth preserving. Thank you 
for your time and your consideration. 

Mr. Yates. Thank you. You have a sympathetic audience here. 
We have no questions. 

Is there anything else you wanted to say? 

Mr. BINGHAM. No, sir. 

Mr. YATES. Thank you very much. 


BLACKFEET HOSPITAL—BROWNING, MONTANA 


WITNESS 


HON. PAT WILLIAMS, A REPRESENTATIVE IN CONGRESS FROM THE 
STATE OF MONTANA 


Mr. Yates. Mr. Williams, we are glad to see you, Pat. 

Mr. WituiAMs. Thank you, Mr. Chairman. It is nice to see you 
again, Mr. Chairman. | ! 

Mr. Yates. Your statement may be made a part of the record. 

Mr. Wi.urAMs. Thank you. I appreciate the opportunity to appear 
again before this subcommittee in support of needed appropriations 
for first-phase construction of the Blackfeet Community Health 
Facility on the Blackfeet Indian Reservation in Browning, Mon- 
tana, which is located in Montana’s First Congressional District, 
which I represent. 

Last year, this subcommittee and subsequently the 96th Con- 
gress, approved initial planning moneys for the Blackfeet facility. 
That was a major step forward. 

President Reagan, in his budget package, proposed that that 
planning money be rescinded. This subcommittee wisely rejected 
that rescission and the Full Appropriations Committee just last 
week approved this subcommittee’s action. 

We think now is the time to propose the $8,250,000 for the first- 
phase construction of this badly needed medical facility. It was first 
determined that a new hospital was needed in 1968. 

Since that time, many members of this committee have heard 
about the need for the hospital. For the past several years, you 
have heard about the need for the hospital from me. 

I won’t repeat what I have said before, but as you know, the need 
for the hospital has not diminished. 

It remains the number one priority for the Blackfeet people. It 
remains the number one priority for Chief Earl Old Person, who 
has testified before this committee for the past 138 unlucky years 
for his cause. 

Mr. YATES. We approved the planning for it, didn’t we. 
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Mr. Witiams. We approved the planning money. The President 
asked it be rescinded. You rejected the rescission. We are now 
asking for the first-phase planning money. 

Mr. YATES. This is $8 million approximately? 

Mr. Wiuiams. $8,250,000. We are hopeful that now that the 
committee has again made its insistence that the planning money 
be allowed, that the committee will go ahead and appropriate the 
first-phase construction money. 

Mr. YATES. I sympathize with our request because I remember 
Mr. Old Person and his testimony very well. This has been a 
priority of Indian Health Service for many years. 

- It is too bad that just as you are about to undertake construction 
ef this needed facility, the budget limitations seem to sign the end 
of it. 

Well, we will look at it very carefully. 

Mr. WILLIAMS. I appreciate that. 

Mr. Yates. I also want to tell you something you probably know. 
That relates to what I think is the attitude of the people of Butte 
toward me in the past on MHD. 

I was burned in effigy 92 times, I suppose. But this year, the 
‘Administration requested rescission of $6 million from MHD, and 
we rejected that rescission, too. 

So, we think it is a good program, and we are going to try to 
keep it going. 

Mr. WiiuiaMs. Let me clarify the Chairman’s notion about folks 
out in Butte, which is my home town. I know folks there very well, 
they have been pleased that that facility has now been constructed. 
$40 million have been appropriated for that facility out of the total 
partes money that has been appropriated of several hundreds of 

ollars. 

People in Butte are very appreciative of this committee’s interest 
and continued support, at: times over difficult odds, of that facility. 

The first test, you will be interested to know, was conducted two 
weeks ago. The first test was a success. And we certainly reject 
OMB’s recommendation that we now hang an “out of business- 
al sign on that facility, which is brand new and standing 
there. 

It would be like building the space shuttle and not firing it off. 
We are hopeful you will continue your support so that the good 
people in Butte will continue to like you. 

Thank you very much, Mr. Chairman. 

Mr. Yates. Thank you. 

[The statement of Hon. Pat Williams follows:] 


STATEMENT OF PaT WILLIAMS, WESTERN DISTRICT REPRESENTATIVE, STATE OF 
MONTANA 


Mr. Chairman, I appreciate the opportunity to appear again before this subcom- 
mittee in support of needed appropriations for first-phase construction of the Black- 
feet Community Health Facility on the Blackfeet Indian Reservation in Browning, 
Montana which is located in Montana’s First Congressional District, which I repre- 
sent. 

Last year this subcommittee and subsequently the 96th Congress, approved initial 
planning monies for the Blackfeet facility. President Reagan, in his budget package, 
proposed that that planning money be rescinded. This subcommittee wisely rejected 
that rescission and the Full Appropriations Committee just last week approved this 
subcommittee’s action. 
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Now that those planning monies are, hopefully, well on their way toward being 
restored—it is time to appropriate the $8,250,000 needed for first phase construc- 
tion. ; 

It was first determined that a new hospital was needed for the Blackfeet Nation 
in ar It is now 1981 and this hospital is still not built and still desperately 
needed. 

When I testified before this subcommittee last year, I mentioned that the close 
proximity of the Blackfeet Reservation to Glacier National Park placed an extra 
burden on hospital personnel and facilities particularly in emergency situations. I 
stated in my testimony last year an the Amtrak derailment just outside of East 
Glacier resulted in the Browning Hospital treating more than 40 injuries. This year, 
there was another derailment and medical personnel and equipment were again 
ee available, placing even greater pressures on this understaffed and small 
acility. 

It is past time to get this hospital built. Its construction remains the number one 
priority of the Blackfeet Nation. It remains the number one priority for Chief Earl 
Old Person, who, as you know, Mr. Chairman, has appeared before this subcommit- 
tee for the last 13 unlucky years requesting funds for this hospital. 

Mr. Chairman, I thank you for the chance to appear before your subcommittee in 
support of first-phase construction monies for the Blackfeet Health Facility, and I 
sincerely appreciate your past good efforts to move this matter along. 


U.S. FISH AND WILDLIFE ADMINISTRATION BUDGET 
WITNESSES 


HON. JOHN B. BREAUX, A REPRESENTATIVE IN CONGRESS FROM THE 
STATE OF LOUISIANA 

HON. EDWIN B. FORSYTHE, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF NEW JERSEY 


Mr. Yates. The statements by Mr. Breaux and Mr. Forsythe will 
be received for the record. 

[The joint statement of Hon. John B. Breaux and Hon. Edwin B. 
Forsythe follows:] 


—s eS SS 
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JOINT STATEMENT OF 
HONORABLE JOHN B. BREAUX AND HON. EDWIN B. FORSYTHE 
BEFORE THE 
SUBCOMMITTEE ON INTERIOR 
IN REGARD TO DEPARTMENT OF THE INTERIOR APPROPRIATIONS 
MAY 4, 1981 


Mr. Chairman, we welcome the opportunity to appear here 
today to testify on appropriations for the Department of the 
Interior, and in particular, the Fish and Wildlife Service. 

The recommendations that we are making to you are the same 

as those the Merchant Marine and Fisheries Committee submitted 

} to the Budget Committee and, as such, represent not only Mr. 

E: Forsythe's and my views, but also those of the entire Committee. 


These recommendations are the result of a considerable 
effort by the Members of our Subcommittee and we think they 
represent a rational approach to reducing Federal expenditures 
while at the same time continuing those services necessary 

to conserve fish and wildlife resources. 


We have submitted a summary of our proposed increases 
‘and decreases to the Administration budget and we will 
discuss some of those recommendations in more detail. 
Before we do that, however, we would like to outline for you, 
the broad, and we believe sound, principles we followed in 
developing our recommendations. 


First, we believe that the State-Federal cooperative 
efforts throughout the field of fish and wildlife management 
must be maintained in order to properly conserve our wildlife. 
While we believe that grants and subsidies to states can be 
reduced, we also believe that the reductions should be 
carried out in an impartial manner. In other words, we 
should not be completely eliminating funding to the States 
for some programs while at the same time increasing funding 
in others. Thus, we have recommended restoring some of the 
Administration's cuts in the Cooperative Fish and Wildlife 
Units Program, as well as funds for programs which provide 
Endangered Species and Anadromous Fish grants to States. In 
order to balance these increases, we have recommended decreases 
in the resident wildlife component of the Animal Damage 
Control Program and that part of the fish hatchery program 
which supports recreational fisheries in State waters. 

These programs, no less than the Cooperative Units Program 
and the Endangered Species Grant Program, are subsidies to 
State agencies. 


Second, we believe that in these times of increased 
energy and strategic minerals production, which we support, 
we should not reduce that component of the Fish and Wildlife 
Service which examines and comments on the effects of those 
activities on fish and wildlife. Consequently, we have 
recommended increases in the Service's Habitat Preservation 
and Endangered Species Programs. 
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Third, we are convinced that the administration of the 
Fish and Wildlife Service can be streamlined. We have 
recommended a decrease in funds for the area offices because 
we think their function is duplicative of the activities 
carried out in the regional offices. We have also recommended 
cuts in the program and budget staffs of the Director and 
various program managers because of an overlap of their 
responsibilities. 


Finally, we believe that the Fish and Wildlife Service 
should not be singled out for reductions while the budgets 
of other agencies with similar missions are left virtually 
unscathed. For example, the Park Service construction budget 
was left untouched while the Fish and Wildlife Service 
construction budget was reduced by 75 percent. We do not 
believe the Fish and Wildlife Service, with its important 
mission, should be the poor stepchild in the appropriation 
process. 


Mr. Chairman, we will be happy to go into any of our 
recommendations in more detail and we offer the services of 
our subcommittee staff to work with.you and your staff to 
provide any additional information or materials regarding 
our recommendations which you may require. We would like to 
discuss a few of our more important proposals briefly. 


We cannot overemphasize the importance of maintaining 
the credibility of the Refuge Revenue Sharing Fund. The 
legislation that established that system was substantially 
amended in 1978 and we believe that it addresses the particular 
requirements of the Refuge System. Unlike Parks, many 
refuges do not produce benefits to the surrounding localities. 
When they are set up to conserve migratory birds, the benefits 
accrue to the whole flyway. When they are set up to protect 
endangered species, they likewise serve to promote a national 
interest. The Refuge Revenue Sharing Act recognizes the 
burdens placed on communities by the Refuges located in 
their districts and provides some compensation for this. 
The money we are recommending represents the amount we 
believe necessary to maintain our commitment to the local 
governments of those areas containing refuges. We have 
proposed that $5 million be taken from the $45 million 
budget the Administration has recommended for the Bureau of 
Land Management's Payment in Lieu of Taxes Fund. We understand 
that the Administration plans to introduce legislation to 
include the Refuge Revenue Sharing payments in that fund. 


We also wish to emphasize the need for continuing 
support for the Cooperative Units Program. These programs 
bring the Federal and state fish and wildlife management 
agencies together with academic institutions to focus research 
on the actual needs of wildlife agencies and to train our 
wildlife managers of the future. 


: 
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Finally, Mr. Chairman, although it is not included in 
our summary and was not a part of our Committee's budget 
recommendations, we would like to address the proposed 
appropriations for the Land and Water Conservation Fund. 

The moratorium that Secretary Watt has recommended on Federal 
acquisition of park, forest and refuge lands makes no sense 
for wildlife refuges, if it makes sense at all. Along the 
delta of the Mississippi River, for example, we are losing 
bottomland hardwood habitat at the rate of about 300,000 
acres per year. Most of that type of land has already been 


-eleared for agriculture. If we wait, it will soon be gone oe 


forever. That would not only be a tragedy from the point of 
view of resident wildlife resources, it could have a substantial 
impact on migratory birds, as this habitat provides resting 
areas for both songbirds migrating to and from South America 
and wintering areas for waterfowl migrating from Canada and 

the upper midwest. President Carter had included funding 

for acquisition of the Tensas River National Wildlife Refuge 
and the Bogue Chitto National Wildlife Refuge--both bottomland 
hardwood areas--in the Land and Water Conservation Fund 

ee. We paint those funds should be retained. 


The ermnent for nuxchnaing endangered species habitat 
is perhaps even stronger. In some instances, habitat acquisition 


_ will make the difference between survival and extinction. 


In this regard, we ask that you give particular attention to 


’* the funding for habitat for the American crocodile in Florida. 


Mr. Chairman, thank your for thé opportunity to testify. 
As I stated before, we will be happy to answer any questions 
and our staff is at your disposal for any additional material 
or information. 
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Construction and Anadromous Fish ------------- 


III. Refuge Revenue Sharing ------- ---------------- 
GRAND TOTAL 


Recommended Decreases To Reagan Administration Bud cua 
Totalling $18,000,000 ; ; 


Cuts Within The Fish and Wildlife Service 


I. Resource Protection 


A. Animal Damage Control Resident 


Wildlife Operations $ 4,000,000 
B. Fish Hatcheries 3,500,000 
C. Administration - { 
1. Area Offices 1,000,000 
2. Program & Budget Offices 700,000 
Resource Protection --------------------- TOTAL $ 9,200,000 


Cuts From Other Agencies Within The Department of Interior 


I. Bureau of Land Management-- 


Payment in Lieu of Taxes Fund ------------ TOTAL $ 5,000,000 
II. U.S. Park Service Park ; 
Construction Fund -----------~--------- TOTAL $ 3,800.000 


GRAND TOTAL $18,000,000 
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[Recess. | 

Mr. YATES. Hello, Tom. We are moving quickly. 

We are delighted to have Congressman Railsback with us this 
morning. 


ENERGY INFORMATION ADMINISTRATION BUDGET 
WITNESS 


HON. TOM RAILSBACK, A REPRESENTATIVE IN CONGRESS FROM THE 
STATE OF ILLINOIS 


Mr. RarisBack. Thank you. 

Mr. Yates. Our old friend, good golfer and outstanding basket- 
ball player. 

Mr. RaILsBACK. Well, not as outstanding as you were, Mr. Chair- 
man. 

Mr. YATES. Oh, much more so. 

Mr. RaiLsBAck. Back in your day. I think I am joining—— 

Mr. Yates. I don’t want to shut you off, if you want to go ahead. 
Your statement may be made a part of the record. 

[The statement of Hon. Tom Railsback follows:] 
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STATEMENT BY REPRESENTATIVE TOM RAILSBACK 
. .. BEFORE THE APPROPRIATIONS . ho~ 
SUBCOMMITTEE ON THE INTERIOR . a 

MAY 4, 1981 


Mr. Chairman, members of the Subcommittee, I appreciate this opportunity 
to testify. 1 am testifying as a Steering Committee member of the Northeast- 
Midwest Congressional Coalition, an organization deeply concerned about the : 
budget cuts proposed for the Energy Information Administration (EIA). I faveto =~ 
already expressed my concern, and both you and Congressman Loeffler kindly 


referred my questions to the EIA for a response. The answers have been helpful. ~*..<u» 


We all know that the rising cost and shrinking world supply of energy have 


altered the international balance of power. But less well known is another and -o-<. 


possibly more disruptive change: a shift in the economic balance of power within 

the United States. In our region, energy prices are higher, climates colder, 
dependence on foreign oi] greater, and the capacity to tap conventional energy sources 
less than in most Southern and Western states. 


Within this context, the Northeast-Midwest Congressional Coalition -- a 
bi-partisan alliance of more than 200 members of Congress from the 18 Northeastern and 
Midwestern states -- is developing an energy agenda for the 97th Congress. One of 
the energy agenda items will be to protect the ability of the EIA to-continue to 
provide independent, accurate and reliable energy information at its present level. 
Without a source of independently gathered, reliable information, Congress will not 
be able to establish and maintain national energy policies which are in the best 
interest of this nation. At a time of oi] and gas price decontrol, heightened conflict 
in the Middle East and the enormous transfer of capital to oi] producing states and 
private companies, the Energy Information Administration must not be weakened. 
Congress must not be made dependent on private industry for its energy information. 
Congress must protect its source of unbiased information. 


So, speaking for myself and the Northeast-Midwest Congressional Coalition, 
I feel the EIA must remain the central energy data bank. State level information 
in all sectors of the economy must be, at minimum, maintained and, if possible, 
improved. Small and medium-sized wholesaler (jobber) and dealer data bases must 
be further developed. Industrial and commercial consumption and price statistics 
must be given more emphasis, not less. The Energy Emergency Management Information 
System (EEMIS) must be updated and maintained. Personally, I want to pursue 
efforts to maintain the Financial Reporting System (FRS). 


THE EIA MUST REMAIN THE CENTRAL ENERGY DATA BANK 


Our overriding concern is the EIA's ability to maintain and improve its 
unbiased energy data bank. Section 205(a)(2) of the Department of Energy Organization 
Act of 1977 specifically created the semi-independent agency as the "central, 
comprehensive, and unified energy data and information program" and, in the 
conference report, conferees state that "It is the intent of the conferees, by 
the establishment of this Energy Information Adminstration, to eliminate duplication 
and overlap now existing in energy information programs." 


The need for reliable information that was not dependent on industry sources 
became apparent during and after the 1973 oi] embargo. The resulting energy 
shortage and price increases caused constituents to clamor for unbiased data 
proving that a shortage was, in fact, real. Policymakers realized they needed 
accurate and timely information to deal with emergencies and to predict future 
shortages. Having a central source of relatively unbiased information became 
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essential. So in 1974, during the Ford Administration, Congress established 
the Federal Energy Administration (FEA) which, among many responsibilities, was 
to have a central, comprehensive energy data capability. In 1977, the EIA took 
over the FEA's authority to collect and maintain data, along with the data 
activities of the Federal Power Commission and the Bureau of Mines. 


The years since EIA began consolidating many different programs have 
been understandably difficult. The Senate Committee on Governmental Affairs 
and the Congressional Research Service have attempted to delve into the problems 
associated with meeting information needs of many different organizations with 
many different goals. Among several problem areas are possible overuse of 
contractors and data collection. The December 1980 Governmental Affairs staff 
report goes so far as to indicate that "...it is not the comprehensive repository 
of energy information envisioned by Congress when it was established." 


According to the staff report, EIA levels of personnel have not been 
adequate, thereby forcing the Agency to contract out for such work as goal-setting and 
planning and design of new systems, all of which should be done by EIA employees. 
EIA originally requested new positions for FY 1982, but is instead forced to 
cut the number of employees by as many as 50 in FY 1981 and approximately 200 in 
FY 1982. By using contractors, EIA is losing potential experience and, in many 
cases, experienced employees to these contractors. 


EIA's data collection activities have been cited as top priority by 


policymakers and, since 1977, EIA has been struggling to pull together widely 


different programs to meet widely different goals. Since deregulation of oi! and 
oil products, EIA will not have the dilemma of meeting specific regulatory 
requirements and, at the same time, developing broader statistical information 
for policymakers. (The Federal Energy Regulatory Commission will continue to 


monitor natural gas and utilities, of course, but the EIA budget provides more funds 


for these activities.) The EIA uses this rationale for terminating many data 
collection activities. Some are not needed. However, others are essential. 
Examples are: 


“State Level Information 


The state level data collected by EIA is crucial for tracking the regional 
and state impact of energy policies. It is information required for informed policy 
decisions for many energy programs, including low income energy assistance and 
low income weatherization. EIA has the most complete energy consumption and price 
level data on a comparative basis for states. The data allows the Coalition to 
develop comparisons, such as those in the Coalition report, "State Household Energy 
Costs." For example, the data permits me to determine that my home state of 
Illinois has had a 162 percent increase in energy costs during the period 1970 to 1978. 


The proposed reduction in the EIA budget, and particularly the personnel 
cuts, would result in the loss of accurate state level information on industrial 
and commercial energy prices and consumption. For example, EIA has undertaken an 
indepth study of industry investment in energy efficient equipment. This study 
has been discontinued and proposed budget cuts will erode present levels of 
information on energy use and price in both the industrial and commercial sectors. 
Yet, we now know that household energy costs vary nearly 300 percent between states. 
Energy costs could vary substantially for the commercial and industrial sectors 
as well. Surely, accurate information about energy costs and the effect of current 
national policy on those costs are absolutely essential to the economic well-being 
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of every part of the nation. Yet, Congress would be unable to have the information 
if proposed EIA budget cuts are accepted without modification. 


In discussions with people from the Illinois Institute of Natural Resources, 
my staff learned that Illinois depends on EIA information since it does not collect 
data and probably will not collect it even if EIA discontinues its efforts. 
Furthermore, the basis of comparison with other states would be lost. Also, the 
EEMIS is important to states since a coordinated system is needed to anticipate 
and handle shortages. Therefore, maintaining and even improving state level data 
collection and publication -- currently not available from any other source -- is — 
imperative. ' 


——————eE—eO 


A Jobber and Dealer Data Base 


I understand the EIA plans to concentrate oi] and oi] product data collection 
activities on major refiner-marketers and importers. This is unfortunate since 
consumers normally obtain their supplies of motor gasoline and home heating fuel 
from independent jobbers and dealers, not from marketer-refiners. According to 
December 1980 EIA market share information, only 19.8% of our gasoline was supplied 
by refiner-marketers, while 43.5% of our middle distillates (which includes diesel 
and home heating fuel) were supplied by refiner-marketers. Price and market 
share information is important if members of Congress are to assess the impact of 
decontrol on constituents, states and regions. If we are to monitor price and 
supply information on motor gasoline and home heating fuel, we need data on the 
smal} and medium-sized jobbers and dealers who provide 80.2% of our gasoline and 
57.5% of our middle distillates. 


_ 
4 


Statistics on the major, integrated oi] companies and large refiners are 
not difficult to acquire because the data base is relatively small and records are 
kept by several private and public organizations. However, the data base on jobbers 
and dealers runs into the thousands and is potentially expensive to collect. I 
understand EIA has begun to survey jobbers and dealers, but that, after conducting 
a.cost-benefit analysis is proposing to place more reliance on industry and other . 
government sources for collection of information pertaining to jobbers and dealers. _ 
jx 3 
I question that approach. The information is incomplete and diffused. 
For instance, EIA's "Petroleum Market Shares," which reports on retail sale of 
gasoline relies on Census Bureau figures for branded and nonbranded independents. 
The data includes firms receiving at least 50% of their revenue from gas sales. 
So, operations such as car washes, establishments primarily servicing automobiles, 
and convenience stores are excluded. I would not expect EIA to survey every single 
business, but an EIA-developed data base that is an accurate reflection of the 
real world is essential. 


Even EIA acknowledged in its response to one of my questions that: "A data 
collection effort centered on gathering information from refiner-marketers and 
importers will not provide, in and of itself, sufficient information for policymaking. 
Whenever EIA feels it necessary, ... wholesalers/distributors will be surveyed and 
relevant data obtined. These data, taken in conjunction with data collected by 


the Lundberg Survey and the Bureau of Labor Statistics, may be sufficient." (emphasis 
added) So, while acknowledging that information on refiner-marketers and importers 
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“will not provide, in and of itself, sufficient information for policymaking," 
EIA plans to survey wholesalers/distributors only "whenever EIA feels it necessary" 
and to use industry and other government data which may be sufficient. 


Consumption Statistics and the EEMIS 


The Coalition is also interested in maintaining and protecting industry and 
commercial consumption surveys, scheduled for termination, and the Energy Emergency 
Management Information System (EEMIS), which will be scaled down. The Senate 
Governmental Affairs staff report indicates that consumption data is weak and that: 
"All energy researchers working on conservation and energy demand problems stated 
in interviews for this report that the data on where, how and why energy is 
consumed is an area where relevant data are extremely scarce." As you know, the 
Harvard Business School report, Energy Future, cited conservation as a major source 
of energy, and we believe the data should be available. 


The National Energy Plan of 1977 called for a system to aid decisionmakers 
during energy emergencies. The basice EEMIS was completed in 1980, although EIA 
had planned to add fuel types and user lists. It seems to me that the availability 
of information consolidated into one system would be essential during an emergency. 


FINANCIAL REPORTING SYSTEM (FRS 


In addition to the Coalition's concerns, I would like to bring up another 
topic of special interest to me, namely the Financial Reporting System (FRS). 
I feel it must not be eliminated. The cost -- $1,028,000 -- is relatively low, 
and the FRS will be helpful to members of Congress now that decontrol is a reality. 
We assumed Congress, with EIA information, could monitor price and supply of oi] 
and 011 products, as well as company profits and-holdings, to protect consumers. 
According to the Congressional Research Service (CRS), the FRS is the 
only source of industry data using consistent definitions so companies can be 
easily compared, and the information is complete. CRS researchers find FRS data 
invaluable when attempting to answer questions from members of Congress, Committee 
staff, and constituents. Without the information, answers will be difficult 
to develop and, at times, impossible to answer. 


While criticism of the EIA-exists, it is generally considered to have 
improved to the point where programs are in place, the personnel know what they 
are doing, and the information is reputable. Dismantling several programs which 
have taken years to complete at this point would be wasteful. We are not now 
facing a shortage, so a sense of crisis does not exist. Statistics are not glamorous. 
However, I fear we will terminate or sharply curtail programs that would prove 
essential during an emergency, in monitoring prices and supplies, and in 
predicting another shortfall. 


Thank you for the opportunity to testify on this important matter. 
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Mr. Rartsspack. Thank you, Mr. Chairman. I am not going to 
read all of the statement, but it does—— 

Mr. YaTEs. That’s good. As a-member of the Midwest-Northeast 
Congressional Coalition, I know what your thrust is. I will be very 
glad to hear as much of it as you want to give us. 

Mr. Raitssack. Since I have already written you a letter, I think 
I will limit my remarks. ; ie 

Number one, I am testifying as a Steering Committee member of 
the Northeast-Midwest Congressional Coalition. We have been 
working with them. They have been enormously helpful and very 
supportive. ' | 

Having said that, I think what I would like to do is simply tell 
you how I happened to get interested in the Energy Information 
Administration budget. 

I want to make it very clear that I am certainly not an expert on 
the Department of Energy, but I feel very strongly that the EIA 
must be able to maintain, and even improve, what I call its unbi- 
ased energy data bank. 

The reason is that I am concerned with the very pervasive and 
deep skepticism, if not outright cynicism, on the part of many 
Americans about the true state of our energy situation. 

I am sure that the people in your district, Mr. Chairman, just 
like mine, have questioned the intégrity of the oil companies, as 
well as the information available to the American public. 

In other words, I go back, I campaign, I talk about energy. And 
they say, ‘Well, is there really an energy shortage? Is this thing all 
contrived?’ 2; 

They have a great deal, in my opinion, of distrust. And I happen 
to think that it is with good reason that they are skeptical. 

For one thing, in the past, we have had to rely on the indust 
itself to provide statistics, the American Petroleum Institute, whic 
is, aS you know, an industry organ. 

Then I came across an article in which two Pulitzer Prize win- 
ning journalists, writing for the Philadelphia Inquirer, alleged that 
the 1973-74 oil crisis was artificial, and that oil company actions 
and government inaction contributed to the 1979 shortage, as much 
as the shut-off of Iranian supplies. 

In other words, what they were saying in that article is that 
there really should have been a glut situation, but everybody over 
here thought that there really was a genuine shortage. 

And they talked about—I forget how they characterized it—the 
fact that the major oil companies depleted some of the inventories 
in this country—the refineries—and they hinted that the shortage 
was manipulated. 

More recently, back in my Illinois district, some retail gas station 
owners told me that they feel some of the major oil companies are 
trying to force independents out of business. 

I realize the Department of Energy reported that the allegation 
is not true. They say it is just a normai result of the current 
economic situtation. 

But then, I understand that the Small Business Committee, Sub- 
committee on Energy, Environment and Safety Issues, has already 
held hearings on a bill which calls for the major refiners to divorce 
themselves from retail stations. 
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So again, I think that what we in Congress should be doing is 
trying to find out what the facts are. And in my opinion, the best 
way for us to get the facts is to use the government for a very 
legitimate purpose, and that is to have the government be the 
information data bank, rather than the industry itself. 

I would like to express my personal opposition to eliminating the 
financial reporting system. We are knocking out altogether, a 
system which requires 27 major oil companies, as I understand it, 
to give information that is relevant to their profits and their re- 
serves, a system which I heartily favor. I think requiring such 
information is a good idea. 

Mr. Yates. That is fine. Thank you, Tom. 

Mr. Raiussack. Thank you. 

Mr. YATEs. Appreciate it. 


SANTA MONICA MOUNTAINS; FIRESCOPE; CALIFORNIA 
CONDOR 


WITNESS 


HON. BARRY M. GOLDWATER, JR., A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF CALIFORNIA 


Mr. Yates. Mr. Goldwater, we are pleased to have you appearing 
before us. Z 

Mr. GotpwatTer. I am appearing-in support of birds, forest fires 
and parks. 

Mr. Yates. Your statement may be made part of the record. 

Mr. Gotpwater. I have three different topics I want to talk on. 

Mr. Yates. For which you want money. Santa Monica, Firescope 
and the California condor. Tell us about all three. 

Mr. Gotpwater. I will start with the Santa Monica Mountains. 

You are fairly aware of the situation. 

Mr. Yates. The only thing you and I have to worry about is 
whether or not Mr. Reagan is interested in making it a park. 

Mr. GoLtpwaTeErR. He is. When he was Governor, the only lands 
that had been acquired so far in these mountains through the land 
and water conservation program took place when he was Governor. 
They acquired some 22,000 acres. 

Mr. Yates. His friend, his secretary, Mr. Watt, and Mr. Stock- 
man, they both want the money out of there to buy the land, out of 
the budget. 

Mr. GotpwatTer. Mr. Chairman, I am a big supporter in general 
of the President’s program. I think generally speaking most of us 
are. Obviously we have our own parochial interests. We have to 
work for them in that relationship. I happen to feel that the 
Secretary of the Interior, along with the President, is somewhat 
wrong as far as zeroing out all the funds for these programs. 

I can see that their budget, sharing part of the effort—I think we 
have gone too far when we put a big zero in there. 


SANTA MONICA MOUNTAINS 


Specifically on the Santa Monica Mountains, the need for an 
urban park and open space in the middle of the Los Angeles area, 
one of the largest populations in the United States, is necessary. 


76-703 (6b) O - 81 - 50 
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I have some pictures here showing the City of inte Avediobas The 


next one is when the smog rolls in. The third one shows—— 

Mr. Yates. Does the smog go into the Santa Monica Mountains? © 

Mr. GoLpwateEr. It certainly does. The Santa Monica Mountains 
is sort of a breezeway. 

Mr. Yates. Do you mean people can breathe there? 

Mr. GOLDWATER. The air comes in from the northwest through 
the Santa Monicas, and if we allow as dense a population as you 
see there to develop, that is exactly what—— 

Mr. YATES. Is that a development in the Mountains? 

Mr. GOLDWATER. That is on the edge of the mountains. It is 
slowly moving northwest through these mountainous areas. As it 
does, it contributes to the smog situation. 

The issue of urban land use has always been a complex program. 
While local government has been basically responsible for the des- 
ignation of urban lands, it has been federal funding and involve- 
ment that has been greatly contributing to what is happening in 
our cities. 

The Secretary is trying to make a case that this is strictly a local 
problem and should be addressed in a local way. To some degree | 
can agree, but—— 

Mr. Yates. How much do you agree with it? 

Mr. GOLDWATER. I have to point out there is a federal contribut- 
ing factor here. The highway programs that spurred the develop- 
ment of freeways. It was water treatment kinds of grants that 
spurred the development of adjacent cities. It was tax incentives 
that helped convert closed-in agricultural lands into housing tracts 
and redevelopment projects which created densely populated situa- 
tions in our cities. | 

In other words, it was the Federal carrot and stick situation that 
created the problems we are finding in our very densely populated 
cities. What is needed is a certain amount of relief. 

We cannot turn our backs on the fact that the Federal contribu- 
tion to the problem doesn’t go away just because all of a sudden we 
decide that we have to balance the budgets and what-have-you. It is 
still a problem that the Federal government had a help in creating. 

I think we have a responsibility there to continue to help unra- 
vel and solve some of these programs. 

The federal government shares in creating the existing urban 
crunch described by Los Angeles County planners as urban blight, 
congestion, pollution, economic decline, and explosive social unrest. 
We simply cannot walk away from it. 

Therefore, | am here to request funding to continue the land 
acquisition program that was started. 

While we face a challenge to our economic health, we must also 
face the degradation of the quality of life in our urban areas to 
help meet this challenge. 

In addition to that, Mr. Chairman, I would like to stand in strong 
support for some kind of level of a continuing effort in the land 
and water conservation total program as was originally drawn up 
and intended by the Congress. 

Mr. YATES. This committee, as you know, rejected the requested 
rescission by the Administration for land and water funds for the 
year 1981. I assume you won’t object to that? 

Mr. GOLDWATER. Mr. Chairman, I have no big problem with shuate 
I really don’t. I am in general agreement with the President, 
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maybe 80, 90 percent. There are some areas where I think they 
were not accurate in some of the things that they did. 

In support of this testimony, Mr. Chairman, I have here some 
20,200 signatures. | 

Mr. YATES. That beats the amount we got this morning from Mr. 
Beilenson. 

Mr. GOLDWATER. That is a lot of signatures. 

Mr. Yates. I think we only got about 20,000 this morning. 

Mr. GOLDWATER. That is a lot of signatures, a lot of effort. 

Mr. YATES. How many of those people voted for Reagan? 

Mr. GOLDWATER. I don’t know. 

Mr. YATEs. Excuse me. Voted for the Reagan budget. 

We know about Firescope. 

Mr. GoLtpwaTerR. Mr. Chairman, let me summarize that real 
quickly. They are doing a good job. 

Mr. YATEs. We think it is a very good program. I am sympathetic 
to it. I hope the members of the committee will be. 


CALIFORNIA CONDOR 


Mr. GOLDWATER. Here is a guy you will just love. He is a carniv- 
orous buzzard, is what he is. He has a wing span of nine feet. He is 
the largest bird in the world. 

There’s only about 20 or 30 of these things left. The U.S. Fish 
and Wildlife Service has a captive breeding program, a program to 
try to save these birds from extinction. 

Mr. Yates. No money in the budget for it, barely. 

Mr. GoLpwaTER. No. In 1982 it was authorized—presented 
$250,000 for 1982. Unfortunately we need more than that. We need 
an additional $200,000, a total of $447,000. 

Mr. YATES. Is my memory correct? Did I read or hear some place 
that even though we tried to save the California condor and put 
adequate funding in there, the chances of doing so are very 
remote? 

Mr. GoLpwaTeER. That was the original thinking. They are 
having some real successes. There were two chicks hatched. One 
died. The other one just recently is flying. The mother and father 
are beginning to leave it alone. They feel they have a chance. They 
are not overly optimistic, but they have learned a lot from studying 
the Andean condor in how to capture it, what kind of program to 
structure. 

The people involved in this feel very optimistic. They are very 
excited about it. The monies that have been authorized by the 
Congress have been matched dollar for dollar by the National 
Audubon Society. They are behind the program. It looks good. It is 
a long shot. 

Mr. Yates. I agreee with you. It would be unfortunate if the 
species were to die out. I was in Charleston recently and was 
shown pictures on one of the plantations of a beautifully colored 
parrot that used to live on their plantations down there. It was 
rendered extinct. Its plumage was so beautiful that the birds were 
shot and their plumage was used on ladies’ hats. 

Inside of a year they were gone; within two years, they were 
gone. It would be a tragedy if this bird were to go the same route. I 
will present your case to the committee. I hope we can be helpful. 

Mr. GoLpwatTer. Mr. Chairman, Firescope, you know about that; 
the condor, the Santa Monica Mountains. 
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The Honorable Barry M. Goldwater, Jr. 
Subcommittee on Interior - Testimony; Santa Monica Mountains 

MR. CHAIRMAN AND MEMBERS OF THE COMMITTEE: THE PURPOSE OF 
THIS HEARING IS TO DISCUSS THE APPROPRIATIONS OF PUBLIC FUNDS TO 
MEET THE PUBLIC NEED. IN THIS CONTEXT, I WOULD LIKE TO DISCUSS 
THE NEED AND PURPOSE OF SUCH FUNDING. 

I WANT TO DISCUSS THE NEED FOR NATIONAL URBAN PARKS, AND MORE 
SPECIFICALLY, THE NEED FOR AN URBAN OPEN SPACE AND PARK IN THE CENTER 
OF THE LOS ANGELES METROPOLIS, ONE OF THE LARGEST URBAN POPULATIONS 
IN THE UNITED STATES, THE SANTA MONICA MOUNTAINS AND SEASHORE. 

"The Range, together with the adjoining beaches, forms 

the greatest untapped natural resource in the second 
largest metropolitan area in the nation." (Secretary of 
Interior W. Hickel) 

IT CONTAINS THE ONLY MAJOR NATURAL OPEN SPACE AND COASTAL ZONE 
AVAILABLE TO MEET THE RECREATIONAL AND ATTENDANT HEALTH GIVING SPACES 
FOR AN URBAN POPULATION OF NEARLY TEN MILLION PEOPLE. 

"If all of the Santa Monica Mountains were available 

they would not be enough to serve the recreational 
needs of Los Angeles." (William Penn Mott, Former 


Director of California Department of Parks & Recrea- 
tion) 


THE ISSUE OF URBAN LAND USE HAS ALWAYS BEEN A COMPLEX PROGRAM. 
WHILE LOCAL GOVERNMENT HAS BEEN BASICALLY RESPONSIBLE FOR THE 
DESIGNATED USE OF URBAN LANDS, IT HAS BEEN FEDERAL FUNDING AND 
INVOLVEMENT THAT HAS GREATLY CONTRIBUTED TO WHAT HAS HAPPENED IN OUR 
CITIES: FEDERAL FUNDING HELPED CREATE THE FREEWAYS WITHOUT TIMELY 
CONSIDERATION OF PUBLIC TRANSIT ALTERNATIVES; FEDERAL PROGRAMS MADE 
FOR REDEVELOPMENT PROJECTS WITHOUT CONCERN FOR THE QUALITY OF LIVING 
CREATED BY SUCH PROJECTS; FEDERAL TAX INCENTIVES HELPED CONVERT 
CLOSE-IN AGRICULTURAL LANDS INTO HOUSING TRACTS WITHOUT CONSIDERING 
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WHAT THE LOSS OF THOSE UNIQUE FOOD PRODUCING LANDS WOULD DO TO THE 
COST OF FOOD; AND FEDERAL FINANCING FOR HOUSING FAR FROM PUBLIC 
SERVICES ONLY INCREASED THE COSTS OF THOSE SERVICES AND HELPED 
PERPETUATE URBAN SPRAWL. 

GUIDED BY THIS KIND OF UNCOORDINATED FEDERAL FUNDING, LOCAL 
GOVERNMENTS CONTRIBUTED ADDITIONAL SHORT-SIGHTED LAND USE POLICIES 
WITHOUT EVALUATING THE LONG-RANGE CONSEQUENCES NOR THE OVERRIDING COST 
OF SERVICES. 

THUS, THE FEDERAL GOVERNMENT SHARES IN CREATING THE EXISTING 
"URBAN CRUNCH" DESCRIBED BY LOS ANGELES COUNTY PLANNERS AS “URBAN 
BLIGHT, CONGESTION, POLLUTION, ECONOMIC DECLINE AND EXPLOSIVE 
SOCIAL UNREST", AND WE CAN'T SIMPLY WALK AWAY FROM IT. 


AFTER TWENTY YEARS OF EFFORT ON THE PART OF THOUSANDS 
OF VOLUNTEERS, AND AFTER TEN YEARS OF PROMISE AND ACHIEVEMENT IN 
FEDERAL RECOGNITION, I THINK THAT IT IS VITALLY IMPORTANT THAT WE 
COMPLETE THE SAVING OF THE SANTA MONICA MOUNTAINS AND SEASHORE. ; 
THEREFORE, I'M HERE TO REQUEST FUNDING TO CONTINUE THE LAND ; 
ACQUISITION PROGRAM THAT HAS STARTED. 
GENTLEMEN, WHILE WE MUST FACE THE CHALLENGE TO OUR ECONOMIC 
HEALTH, WE MUST ALSO FACE THE DEGRADATION OF THE “ QUALITY OF LIFE" 
IN OUR MAJOR URBAN AREAS, AND EQUALLY MEET THIS CHALLENGE. 


ee ee eee ee 
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IN 1972, I HAD THE OPPORTUNITY TO ADDRESS THE HOUSE SUBCOMMITTEE 
ON NATIONAL PARKS AND WILDLIFE WHICH WAS THEN CONDUCTING THE NATIONAL 
FORUM QN OUTDQOR RECREATION. 
THAT NATIONWIDE FORUM LED TO THE PREPARATION OF THIS DOCUMENT 
(OUTDOOR RECREATION - A LEGACY FOR AMERICA). AND SO I FEEL ON 
SOMEWHAT FAMILIAR GROUNDS WITH THE ADMINISTRATIVE AUTHOR OF THE 
DOCUMENT, MR. JANES WATT WHO, AT THE TIME, HEADED THE BUREAU OF. 
OUTDOOR RECREATION. 3 

I WISH TO QUOTE FROM MR. WATT'S POLICY STATEMENT: "TO INCREASE 
THE AVAILABILITY OF. RECREATION RESOURCES, THE FEDERAL GOVERNMENT WILL - 
CONTINUE TO UTILIZE THE LAND AND WATER CONSERVATION FUND TO. ACQUIRE 
NEEDED FEDERAL LANDS AND ASSIST THE STATES IN ACQUIRING AND DEVELOPING 
RECREATION LANDS AND FACILITIES. AS DEMANDS FOR FEDERAL ACQUISITIONS 
ARE REDUCED, MORE OF THE FUND MONIES WILL BE MADE AVAILABLE TO THE 
STATES." | | | 

MR. CHAIRMAN AND MEMBERS, LIKE YOURSELVES AND LIKE MR. WATT, I 


AM INTERESTED IN ELIMINATING WASTE, IN REDUCING INFLATION, IN 
MINIMIZING FEDERAL INVOLVEMENT WHEREVER REASONABLE AND POSSIBLE, 
AND OF SUPPORTING AND ENCOURAGING LOCAL AND STATE EFFORTS TO ACHIEVE 
SOLUTIONS TO LOCAL AND STATE PROBLEMS....- 

BUT I CANNOT SUPPORT CHANGING THE LAW, NOR INTENT, OF THE LAND 
AND WATER CONSERVATION FUND. | 

SENATOR JAMES McCLURE EXPRESSED HIS VIEW THAT “THE LAND AND WATER 
CONSERVATION FUND WAS INTENDED AS A TRUST FUND, BECAUSE WE HAD BEEN 
UNABLE TO GET A SUFFICIENT AMOUNT OF MONEY IN THE APPROPRIATIONS PROCESS 
TO SUSTAIN A SUITABLE LEVEL OF ACTIVITY IN THE DEVELOPMENT OF OUTDOOR 
RECREATION OPPORTUNITIES." 


I PERSONALLY BELIEVE THAT THE USE OF THE LAND AND WATER CONSERVATION 


FUND TO PROVIDE FOR NEEDED URBAN RECREATION LANDS IS A PROMISE - A TRUST- 
TO THE PUBLIC. 
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FURTHER, SINCE THE FUND IS FINANCED FROM THE SALE OF SURPLUS. — 
FEDERAL PROPERTY, FROM FEDERAL MOTORBOAT FUEL TAXES, RECREATION USER | 
TAXES, AND FROM PART OF THE REVENUES FROM FEDERAL OIL AND GAS LEASES 
ON THE OUTER CONTINENTAL SHELF, IT'S CONTINUED USE TO SERVE THE : 
RECREATIONAL NEEDS OF THE COUNTRY IS APPROPRIATE, AND SHOULD NOT onTeeT. 
EFFECT OUR BUDGETARY CONSIDERATIONS. . 53 TAR 


MY POINTS ARE SIMPLY THESE: ) LAG, raat 
1) THAT THE LAND AND WATER CONSERVATION FUND IS DERIVED, IN EFFECT, 
FROM USER FEES; 
THAT THE FUND IS INTENDED TO REPLENISH OR REPLACE THE KIND OF 
RESOURCE THAT IS BEING USED -- OR USED UP. 
THAT THE FUND IS, IN EFFECT, A TRUST -- AND SHOULD NOT EFFECT 
BUDGETARY CONSIDERATIONS. : 
2) THAT THE LAND AND WATER CONSERVATION FUND SHOULD REMAIN INTACT. FOR © 
OPEN SPACE AND RECREATION LAND AQUISITIONS, WHETHER BY THE FEDERAL 
GOVERNMENT OR THROUGH THE STATES AND LOCAL GOVERNMENTS -- ON A 
COORDINATED BASIS. 
3) THAT URBAN OPEN SPACE LANDS ARE CRITICAL TO THE PUBLIC HEALTH, AND 
THAT THE PUBLIC HEALTH IS CRITICAL TO A HEALTHY ECONOMY. 
4) THAT THE FEDERAL GOVERNMENT CAN EXERCISE SOME IMAGINATIVE CONSTRAINTS 
AND INCENTIVES AS TO HOW THOSE LAND AND WATER CONSERVATION FUNDS 
ARE TO BE USED, BOTH BY FEDERAL AGENCIES, AND BY STATE AND LOCAL - 
GOVERNMENTS -- SO AS TO ACHIEVE GREATER SUCCESS, OVER A BROADER 
AREA, WITH LESS EXPENDITURE OF FUNDS. 
WHICH IS STILL TO STRESS -- THAT WITHOUT ADEQUATE FUNDS WE CANNOT 
SUPPORT NOR ENCOURAGE STATE AND LOCAL PARTICIPATION; THAT WITHOUT 
ADEQUATE FUNDS WE CANNOT ACCOMPLISH A COORDINATED EFFORT; WITHOUT 
ADEQUATE. FUNDS THE PUBLIC CANNOT COMPETE IN THE MARKET PLACE FOR 
APPROPRIATE LAND USE; AND WITHOUT ADEQUATE FUNDS, "A LEGACY FOR 
AMERICA" IS JUST EMPTY WORDS. | 
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May 4, 1981 


The Honorable Barry M. Goldwater, Jr. 
Subcommittee on Interior -- Testimony: FIRESCOPE 


MR. CHAIRMAN: EVERYONE IS AWARE OF THE DANGER ocrece 
AND PROPERTY AS A RESULT OF BRUSH AND FOREST FIRES. WILDLAND 
FIRE STARTS HAVE INCREASED BY 130 PERCENT SINCE 1960, THE 
NUMBER OF LARGE FIRES IS INCREASING ; AND THE PUBLIC COSTS AND 
LOSSES NOW AVERAGE CLOSE TO $45 MILLION PER YEAR. THE FIRE- 
FIGHTING ee ey Or SOUTHERN CALIFORNIA ORGANIZED FOR POTENTIAL 
EMERGENCIES (FIRESCOPE) SYSTEM IS A PROVEN PROGRAM WHICH HAS 
DEMONSTRATED A SOLID RECORD OF ACHIEVEMENTS IN FIGHTING FIRES. 


ACCORDING TO THE PRESIDENT'S BUDGET PROPOSALS, HOWEVER, THE FIRESCOPE 
PROGRAM WILL NOT RECEIVE FUNDING FOR FISCAL YEAR 1982. 


Le IF THE BUDGET IS MAINTAINED FOR FIRESCOPE AT THE FY80 
LEVEL OF $2.4 MILLION, THE SYSTEM CAN BE COMPLETED BY FY86 AT 
A BENEFIT-COST RATIO OF $1.5 FOR EVERY $1. THE LOSS ESTIMATED 
TO OCCUR TO THE FIRESCOPE PROGRAM IF NOT FUNDED - $2 TO $10 
MILLION. THE PROGRAM IS DESPERATELY IN NEED OF BEING FUNDED 
AT THIS LEVEL SO THAT MANPOWER AND EQUIPMENT WILL BE AVAILABLE 
TO EFFECTIVELY FIGHT BRUSH AND FOREST FIRES IN AN EMERGENCY 


SITUATION. 


BUT THE FIRESCOPE SYSTEM DOES MUCH MORE THAN HANDLE FOREST 
FIRES. FOR EXAMPLE, DAMAGING FLOODS HIT SAN BERNARDINO, 
CALIFORNIA IN JANUARY OF 1980. MOST CITY DEPARTMENTS WERE IN- 
VOLVED IN THE RESCUE OPERATION. THE INCIDENT COMMAND SYSTEM, 


A HIGHLY EFFICIENT SYSTEM OF THE FIRESCOPE PROGRAM WHICH STANDARD- 
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IZES INCIDENT ORGANIZATIONAL STRUCTURES, DATA GATHERING, 
REPORTING AND TERMINOLOGY WAS PUT INTO PARTIAL USE AT THIS 
TIME. 

THE FIRESCOPE SYSTEM, MANAGING FIVE SIMULTANEOUS IN- 
CIDENTS, HAS BEEN SHOWN TO BE COST-EFFECTIVE IF IT INCREASES | 
FIRE SERVICE PERFORMANCE BY ONLY 5 PERCENT, AND THE ECONOMIC 
BENEFITS WILL RANGE BETWEEN ONE AND NINE MILLION DOLLARS : 
ANNUALLY DEPENDING ON THE LENGTH AND SEVERITY OF THE FIRE 
SEASONS. THESE SAVINGS HAVE BEEN PROVED BY THE FIRE AGENCIES 
THEMSELVES. FOR EXAMPLE, EVEN WHEN THE SYSTEM WAS ONLY FORTY 


PERCENT COMPLETED, FIRESCOPE CONTRIBUTED SUBSTANTIALLY 


TO THE SAVING OF OVER FIVE THOUSAND ACRES AND SEVERAL HOMES 
4 

DURING THE 1979 CALIFORNIA FIRE SEASON. BECAUSE OF FIRESCOPE'S 

EFFICIENCY, ANOTHER ONE HUNDRED THOUSAND DOLLARS RESULTED IN 

DIRECT COST SAVINGS. 

STATE, COUNTY, AND OTHER LOCAL FIRE SERVICE AGENCIES HAVE 
SPENT ABOUT $4 MILLION IN STAFFING, EQUIPMENT AND FACILITIES 
TO SUPPORT THE PROGRAM, DEMONSTRATING AN EARNEST EFFORT ON THEIR 
BEHALF TO ASSUME PART OF THE FINANCIAL RESPONSIBILITY OF FIRE- 
SCOPE. FURTHERMORE, AS THE FIRESCOPE SYSTEM IS IMPLEMENTED, 
THE COST TO THE FEDERAL GOVERNMENT WILL DECREASE WHILE STATE 
AND LOCAL AGENCIES WILL CONTINUE TO ASSUME MORE AND MORE OF THE 
FINANCIAL RESPONSIBILITY. THE COOPERATING AGENCIES WILL SPEND 
ABOUT EIGHT HUNDRED THOUSAND DOLLARS ANNUALLY TO OPERATE AND 
MAINTAIN FIRESCOPE AFTER IT IS FULLY IMPLEMENTED. APPROXIMATELY 


l 
$1.8 MILLION IN MATCHING FUNDS HAS BEEN SPENT BY STATE AND LOCAL 
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AGENCIES. EXCLUDING FEDERAL PROGRAM ADMINISTRATIVE COSTS, THIS 


AMOUNTS TO ALMOST HALF OF THE TOTAL EXPENDITURES FOR A SINGLE YEAR'S 
APPROPRIATIONS. s 

THE FIRESCOPE PROGRAM IS JUST ABOUT COMPLETED AND WE ARE 
STARTING TO SEE THE RESULTS OF OUR DEDICATED EFFORT IN CREATING 
A MORE EFFICIENT AND HIGHLY ORGANIZED SYSTEM OF FIREFIGHTING, 
AS WAS DEMONSTRATED DURING THE 1979 FIRE SEASON IN CALIFORNIA. 
WITHOUT FIRESCOPE AND OTHER SIGNIFICANT IMPROVEMENTS IN FIRE 
MANAGEMENT, EMERGENCY COSTS ARE LIKELY TO INCREASE AS MUCH AS 
FOUR TIMES BY THE YEAR 2000. 


MR. CHAIRMAN, THE FIRESCOPE SYSTEM IS A VITAL PROGRAM IN 


OUR WAR ON BRUSH AND FOREST FIRES. OUR INVESTMENT IN THIS 
HIGHLY EFFICIENT AND EFFECTIVE PROGRAM IS AN INVESTMENT IN A 
SAFE AND SECURE FUTURE. 


THANK YOU. 
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The Honorable Barry M. Goldwater, Jr. 
Subcommittee on Interior - Testimony: California Condor Recovery reOaRAS 


MR. CHAIRMAN AND SUBCOMMITTEE MEMBERS: I HAVE LONG BEEN CONCERNED 
ABOUT THE POSSIBLE EXTINCTION OF THE CALIFORNIA CONDOR. THE CALIFORNIA 
CONDOR IS THE LARGEST FLYING BIRD IN NORTH AMERICA WITH A WING SPAN OF 
OVER NINE FEET. AT THE PRESENT TIME, HOWEVER, WE ESTIMATE THAT THERE 
ARE TWENTY TO THIRTY CONDORS LEFT IN THE WILD. IF THE DECLINE OF TWO 
TO THREE BIRDS A YEAR CONTINUES, THE SPECIES COULD BECOME EXTINCT IN 
EIGHT TO TWELVE YEARS. THEREFORE, IT IS VITALLY IMPORTANT THAT THE 
FISCAL YEAR 1982 APPROPRIATION TO THE FISH AND WILDLIFE SERVICE BE 
INCREASED BY $200,000 IN ORDER TO EFFECTIVELY IMPLEMENT THE CALIFORNIA 
CONDOR RECOVERY PROGRAM. : 

SINCE 1975, A PLAN OF ACTION HAS BEEN EVOLVING TO PRESERVE THE 
CONDOR. BUT FUNDS WERE NECESSARY TO IMPLEMENT THE RECOVERY PROGRAM. IN 
1979, BECAUSE OF THE CONCERNED EFFORTS OF THIS SUBCOMMITTEE, WE 
PROVIDED $500,000 IN FEDERAL FUNDS FOR THE PRESERVATION OF THE CONDOR. 
IN ADDITION, THE NATIONAL AUDUBON SOCIETY SUCCESSFULLY MATCHED THOSE 


FUNDS THROUGH PRIVATE DONATIONS. 
LAST YEAR, AS PART OF THE RECOVERY EFFORT, THE U.S. FISH AND 


WILDLIFE SERVICE BEGAN A CAREFULLY CONCEIVED CAPTIVE BREEDING PROGRAM. 
TRAGICALLY, A CONDOR CHICK DIED. AS A RESULT, AND ACCORDING TO 
CONTINGENCY PLANS, ALL TRAPPING OPERATIONS STOPPED IMMEDIATELY, AND 
A FULL EVALUATION OF THE PROGRAM'S PROCEDURES WERE THOROUGHLY EVALUATED. 
WE HAVE LEARNED MUCH SINCE THEN, LARGELY AS A RESULT OF TRAPPING 
EXPERIMENTS WITH ANDEAN CONDORS. THE U.S. FISH AND WILDLIFE SERVICE 
HAS WISELY DECIDED TO PROCEED WITH THEIR RECOVERY EFFORTS. 

WE MUST DO ALL WE CAN TO SAVE THIS ENDANGERED SPECIES. WE HAVE 
SEEN WHAT HAS HAPPENED TO OTHER ENDANGERED SPECIES IGNORED BY MAN, 
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Subcommittee on Interior, Testimony 
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Looe ple 

AND WE MUST NOT LET IT HAPPEN TO THE MAJESTIC CALIFORNIA CONDOR. THE 
DUSKY SEASIDE SPARROW, FOR EXAMPLE,IS BIOLOGICALLY EXTINCT BECAUSE 
THE SIX BIRDS LEFT IN THE WILD ARE ALL MALES, AND ATTEMPTS AT CAPTIVE 
BREEDING WERE INITIATED TOO LATE. 

MR. CHAIRMAN, $250,000 HAS BEEN BUDGETED FOR FISCAL YEAR 1982. 
DUE TO A DELAY IN GETTING A PERMIT FOR CAPTIVE BREEDING AND TELEMETRY 
PLUS THE NEED TO INITIATE RODENTICIDE STUDIES AND HABITAT STUDIES WE 
NEED $447,000 TO GET THE RECOVERY PROGRAM MOVING. THIS CALLS FOR AN 
ADDITIONAL $200,000 FOR FISCAL YEAR 1982. FOLLOWING IS A SPECIFIC 
BREAKDOWN OF THE ADDITIONAL FUNDS NEEDED: 

$47,000 Region I (Hopper Mt. National Wildlife Refuge and 
Recovery Team) 


$179,000 Research (biologist, Andean Condor trapping technique 
experimentation, Habitat Specialist) 


$50,000 cA contract; monitoring of only active nesting 
site = 


$80,000 (field personnel salaries and telemetry experiments) 


$50,000  Rodenticide Studies 
$5,000 Environmental contaminants investigation 
$5,000 Captive Breeding 

$10,000 Field Surrogate Studies 


$20,000 Intensive habitat studies 


MR. CHAIRMAN, WE CANNOT GUARRANTEE THAT THE CONDOR WILL SURVIVE, BUT 
THE CALIFORNIA CONDOR IS A SYMBOL OF THE ENDANGERED SPECIES' PLIGHT. 
THE CONDOR RECOVERY PROGRAM IS A CHALLENGE TO TRY TO DO WHAT WE CAN 
TO SAVE A SPECIES WHICH IS, QUITE LITERALLY, ON THE BRINK OF EXTINCTION. 
THANK YOU. 
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NATIONAL PARK SERVICE—BATTLE OF YORKTOWN 
BICENTENNIAL 


WITNESS 


HON. PAUL S. TRIBLE, JR., A REPRESENTATIVE IN CONGRESS FROM THE 
STATE OF VIRGINIA 


Mr. Yates. Mr. Trible? 

Mr. TrisLe. Thank you, Mr. Chairman. 

Mr. Yates. We are pleased to have you with us this afternoon. 

Mr. Trise. I appreciate the opportunity to be with you today. I 
would just summarize my case. , 

Mr. YaTEs. Your statement may be made part of the record. 

We know about Yorktown. We know about the place in the 
history of our country, how important it is to the fact that we even 
have a country. I am sympathetic to celebrating the occasion of its 
bicentennial. 

Mr. TRIBLE. This will be the 200th anniversary of the American 
victory at Yorktown, Mr. Chairman. 

As you point out, Yorktown marks the second of three great 
events in our nation’s history. The Declaration of Independence in 
1776 laid down the principles of our people; the Yorktown victory 
in 1781 secured us the opportunity to go forward as one nation; and 
the Constitutional Convention of 1787 provided the nation the po- 
litical structure to make good its opportunity and potential. 

Our forebears understood the true significance of the events at 
Yorktown. 

News of the victory in 1781 sparked unprecedented rejoicing 
throughout the thirteen states. Processions, salutes, bonfires, ox 
ee public meetings, speeches and sermons were the order of 
the day. 

As Douglas Southall Freeman described it: 

The victory of Yorktown, to these patriots, was answered prayer, rewarded pa- 
tience, vindicated faith. The triumph of their arms seemed a miracle. It lay at the 


basis of the belief . . . that a special Providence had created a new nation as it had 
in ancient days preserved a chosen people. 


The 1881 centennial of Yorktown witnessed an even greater cele- 
bration. The nation was still recovering from the pain of the Civil 
War, and Yorktown offered an excellent chance for the people’s 
eyes to be returned to the brighter lights of the nation’s founding. 
The centennial celebration was truly magnificent. 

It lasted four days and saw the gathering of more American 
dignitaries in one place than at any time since the founding of our 
Republic. President Arthur presided in the company of former 
Presidents Grant and Hayes. Generals Sherman, Sheridan, 
McDowell, and Pope were there, as were numerous Confederate 
officers. The Congress adjourned for five days and more than 200 
senators and congressmen, governors, supreme court justices, and 
descendants of Revolutionary War soldiers came together to York- 
town. 

France sent its representatives headed by the Foreign Minister 
and the descendants of Rochambeau, De Grasse and Laffayette. 
Baron von Steuben’s descendants also attended and made remarks. 
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The military forces present numbered 12,000. There were more 
than 25,000 guests and visitors. 

The sesquicentennial celebration of Yorktown in 1931 was equal- 
ly magnificent. The events at Yorktown symbolized hope in the 
midst of depression and a revived sense of patriotism and purpose. 
Over 300,000 people attended. 

There was a U.S. Navy fleet off Yorktown, supported by the 
presence of Old Ironsides and of French naval units. 

Military units paraded and reenacted the historic events of 1781. 
President Hoover headed a list of dignitaries that included General 
Pershing, Marshal Petain, the governors of the original thirteen 
states, members of Congress and the Cabinet, and descendants of 
Rochambeau, De Grasse, Lafayette, von Steuben, and Cornwallis. 

I recount these past delebrations, Mr. Chairman, because they 
underscore the proper place and magnitude of the Yorktown victo- 
ry in our history. I hope this subcommittee will appropriate funds 
so that the Park Service can play a central role in the celebration 
of Yorktown’s 200th anniversary. The Yorktown celebration in Oc- 
tober 1981 must be no less joyous or complete than in past years. 

Let me recount for you the history of the 1981 celebration. Last 
_year the Congress approved and President Carter signed a resolu- 
tion declaring October 19, 1981 as a day of national celebration of 
the 200th anniverary of the American victory at Yorktown. 

The resolution called upon the American people to celebrate this 
great day in our history. : 

A Yorktown Bicentennial Committee composed of representa- 
tives of the U.S. Park Service, the Commonwealth of Virginia, local 
governments, and the private sector have planned a four-day cele- 
bration. 

President Reagan, the President of France and official repre- 
sentatives of the governments of Great Britain and Germany have 
been invited to participate. The battle will be reenacted by military 
units from the United States, Germany and France. Germany and 
France have designated substantial military units to participate. 

Mr. Yates. Who will win? 

Mr. Tris.e. I hope the outcome is the same as in the past. We 
aah want to rewrite history, especially when it has served us so 
well. 

There will be music, parades, prayers, speeches, equipment dis- 
plays, festive activities, demonstrations and fireworks. French and 
American warships will stand by in the York River. 

To show the interest abroad, over 1200 hotel rooms have already 
been reserved in Tidewater, Virginia, by French citizens planning 
to attend the Yorktown Bicentennial. It is estimated that well over 
400,000 people will attend from all over the world. All the eyes of 
the world will be on us and on this celebration. 

The Department of the Interior is, of course, the lead agency. 
The battlefield itself is a national landmark under the jurisdiction 
of the Park Service. The Park Service has identified a need for 
some $2 million to provide special park maintenance, protection, 
and other support for the celebration. 

At my request, the Park Service has gone back to the table and 
they have come forward with two alternative bare bones plans. I 
have submitted all of those for you and your colleagues to review. 
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Mr. YATES. We will be glad to examine them. 

Mr. TRIBLE. I recognize this is not the year to come forward and 
ask for $2 million for the Park Service to celebrate the Yorktown 
celebration, as important as that is. I do hope you might be able to 
find a half a million for that very worthy purpose and make that 
request here today. 

To date the Park Service has designated $100,000 for Yorktown 
bicentennial activities. That is from appropriations made by this 
subcommittee last year, and $206,000 has been committed for this 
purpose from monies left over from the American Revolution Bi- 
centennial Commission. 

As you know, monies were left in that account. Now, $206,000 of 
those dollars have been targeted for the Yorktown bicentennial. 
These funds totaling $306,000, plus adequate funding that I hope 
this subcommittee can make possible in fiscal year 1982, will © 
permit the Park Service to do its part in this great national cele- 
bration. 

Now we are not looking only to the Federal Government. Virgin- 
ia is doing its part. I would like to underscore very briefly what the 
Commonwealth of Virginia and its citizens are doing. 

The state has put forward to date $361,000 toward the Yorktown 
celebration. The people of York County, Virginia, have raised their 
own county taxes this year in order to provide another $162,000. 

To date private contributions in excess of $75,000 have been 
solicited from the private sector. They are in hand. We are hopeful 
that more monies will flow from the private sector. 

Virginia has made well over half a million dollars available to 
date. 

The General Assembly of Virginia intends to provide additional 
funds as well. There is a lot to be done. We cannot hope to succeed 
without further assistance from the United States Park Service. 

So I would ask that you consider this request along with all the 
others that have been made before you. I know these are unusual 
times and we are trying to restrain the growth of Federal spending 
and that limits our opportunities. This is a singularly important 
day in the life of our nation. 

Mr. Yates. When you use the phrase “this year,” this hearing is 
on the 1982 budget. 

Mr. Triste. I understand. We are asking for moneys today for 
1982. It is in that regard that I appear before you today. 

Mr. Yates. Thank you, Mr. Trible. We appreciate it. That was a 
good statement. 

[The statement of Hon. Paul Trible follows:] 


TESTIMONY OF Hon. PAUL TRIBLE, INTERIOR SUBCOMMITTEE, APPROPRIATIONS FOR 
YORKTOWN BICENTENNIAL CELEBRATION 


Mr. Chairman, I appreciate the opportunity to testify before the subcommittee in 
support of funding for the celebration of the 200th anniversary of the American 
victory at Yorktown. 

Yorktown marks the second of the three great events of our Nation’s founding: 
the Declaration of Independence in 1776 laid down the principles of our people; the 
Yorktown victory in 1781 secured us the opportunity to go forward'as one Nation; 
and the Constitutional Convention of 1787 provided the Nation the political struc- 
ture to make good its opportunity and potential. 

Our forebears understood the true significance of the events at Yorktown. 

News of the victory in 1781 sparked unprecedented rejoicing throughout the 
thirteen states. Processions, salutes, bonfires, ‘‘ox-roasts,”’ public meetings, speeches, 
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and sermons were the order of the day. As Douglas Southall Freeman described it, 
“The victory of Yorktown, to these patriots, was answered prayer, rewarded pa- 
tience, vindicated faith. The triumph of their arms seemed a miracle. It lay at the 
basis of the belief. . . that a special Providence had created a new nation as it had 
in ancient days preserved a chosen people.” 

Yorktown’s significance was not lost either on the people of France. For three 
nights Paris was illuminated in honor of the victory of’ Yorktown. Portraits of Louis 
XVI, Washington, and Benjamin Franklin appeared all over the capital, and reli- 
gious services were held in every church in France. 

The 1881 centennial of Yorktown witnessed an even greater celebration. The 
Nation was still recovering from the pain of the Civil War, and Yorktown offered an 
excellent chance for the people’s eyes to be returned to the brighter lights of the 
Nation’s founding. The centennial celebration was truly magnificent. 

It lasted four days, and saw the gathering of more American dignitaries in one 
place than at any time since the founding of our Republic. President Arthur 
presided in the company of former Presidents Grant and Hayes. Generals Sherman, 
Sheridan, McDowell, and Pope were there, as were numerous Confederate officers. 
The Congress adjourned for five days and more than 200 senators and congressmen, 
governors, supreme court, justices, and decendants of Revolutionary War soldiers 
came together to Yorktown. France sent its representatives headed by the Foreign 
Minister and the descendants of Rochambeau, De Grasse, and Lafayette. Baron von 
Steuben’s descendants also attended and made remarks. The military forces present 
numbered 12,000. There were more than 25,000 guests and visitors. 

The sesquicentennial celebration of Yorktown in 1931 was equally magnificent. 
The events at Yorktown symbolized hope in the midst of depression and a revived 
sense of patriotism and purpose. Over 300,000 people attended. There was a US. 
Navy fleet off Yorktown, supported by the presence of “Old Ironsides” and of 
French naval units. Military units paraded and reenacted the historic events of 
1781. President Hoover headed a list of dignitaries that included General Pershing, 
Marshal Petain, the governors of the original thirteen States, members of Congress 
and the Cabinet, and descendants of Rochambeau, De Grasse, Lafayette, von Steu- 
ben, and Cornwallis. : ; 

I recount these past celebrations, Mr. Chairman, because they underscore the 
proper place and magnitude of the Yorktown victory in our history. I hope this 
subcommittee will appropriate funds so that the Park Service can play a central 
role in the celebration of Yorktown’s 200th anniversary. The Yorktown celebration 
in October 1981 must be no less joyous or complete than in past years. 

Last year the Congress approved—and President Carter signed—a Resolution 
declaring October 19, 1981 as a day of national celebration of the 200th anniversary 
of the American victory at Yorktown. 

A Yorktown Bicentennial Committee composed of representatives of the U.S. 
Park Service, the Commonwealth of Virginia, local governments, and the private 
sector have planned a magnificant four-day celebration. President Reagan, the 
President of France and official representatives of the governments of Great Britain 
and Germany have been invited to participate. The battle will be reenacted by 
military units from the United States, Germany and France. There will be music, 
parades, prayers, speeches, equipment displays, festive activities, demonstrations, 
and fireworks. French and American warships will stand by in the York River. To 
date, aver 1,200 hotel rooms have been reserved by French people planning to 
attend. 

It is estimated that over 400,000 people from around the country will actually 
attend the four day celebration. Indeed, the eyes of the entire world will again be on 
Yorktown. 

The Department of Interior is the lead agency of the federal government in 
supporting the celebration. The battlefield itself is a national landmark under the 
jurisdiction of the Park Service. the Park Service has identified a need for some $2 
million to provide special park maintenance, protection, and other support for the 
celebration. At my request the Park Service has also estimated two alternative bare 
bones plans. I submit the Park Service’s cost estimates for the record. 

I recognize this is not the year to ask for $2 million for the Park Service to 
support the Yorktown activities—as important as this celebration is. I do hope, 
however, this subcommittee will appropriate $500,000 for this purpose. 

In fiscal year 1981 the Park Service has designated $100,000 for the Yorktown 
Bicentennial activities and theretofore $206,000 was committed to this purpose from 
monies left over by the American Revolution Bicentennial Commission. These funds 
totaling $306,000 plus adequate monies appropriated by this subcommittee for fiscal 
year 1982 will make it possible for the Park Service to do its part in this great 
national celebration. 
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I want to assure you that the people of Virginia are doing their part to support 
this national event. The State of Virginia has put more than $361,000 toward 
Yorktown. The people of York County raised their own county taxes this year in 
order to provide another $162,000. And private contributions from individuals and 
companies total more than $75,000 to date. 

So Virginia has made some $600,000 available as of today. That’s a lot, but it 
cannot hope to support the full range of the planned events. The Yorktown Bicen- 
tennial Committee originally estimated the celebration’s costs would be some $4.5 
million. It’s obvious that such a sum can’t be raised, so plans have been scaled back. 
But a celebration of proper character will still be very costly. 

I am very grateful to the subcommittee for its past support of the Yorktown 
celebration, and am hopeful that additional support will be provided in the fiscal 
year 1982 Interior appropriations bill. This is the final countdown. If we do not give 
the Park Service additional monies for the Yorktown Bicentennial Celebration, 
there will not be an appropriate national celebration. 

I want to conclude by recalling Abraham Lincoln’s remarks to the Springfield 
Young Men’s Lyceum in 1838. Lincoln told his audience that great though the task 
of founding a nation is, the greater task is to ensure the nation’s perpetuation. 
Memories fade, he said, and the patriotic passions that naturally grow out of the 
founding events, gradually subside. 

Today we are further removed from the day Cornwallis surrendered to Washing- 
ton at Yorktown than those American. patriots were from the arrival of the first 
settlers at Jamestown. We must gladly and actively celebrate our beginnings if we 
are to continue to recall their importance. The more fervent our celebrations, the 
better. I ask your help in making our Nation’s memory of Yorktown as vivid as it 
should be. 


BICENTENNIAL Cost ESTIMATES 
Colonial National Historical Park/National Park Service 
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Electrical supplies................... 
Stages (6 each) .....eceeecececeeee 


Additional cost factors: 


Chemical toilets: 2450... 


VEPCOR S022. pepe 


CPPCC COCO SOTO SEE TED OSES ESE CO LOSE SEO EE OS OOOO CEES OSES E OSE OEOESESCEEOS 


POPC CES OOH OEE SOOT EC EEO EOOS OEE OE TOOT EOS OOOO CORTESE E SOOO OCC CEOEEOESS 


COOP OOOO ee OOO TEE EOE EEO ESE O OOOO EEE OOO OSE O EEO O EO CEO SES EC OOOO LESSEE ONeS 


COCO H OOOO CCC EH ECE E OE DE TELCO OOE OES E SESE SOOO EEE ES EEE ES SEO EEECEeeeeseee 


SPCC OO CO HCC O CET EOE EOODOCE OEE ECEES ODES EDO OOCOEC OOS OOOO SOOO O EEE ES eCeeS 


POCO C OOOH SEH EESEE EOE H EEO O ESOS EE HEE OT OO ECHOES ESOS OOS EOSeeeseeoeeeS 


COTO OOOO Ore rere TOT eOES EEE TEE OEE TEESE EEO ESOS EEE SEES ESSE SHOES EeeeCeS 


COTO OeO CCH OS OEE HOSE TESTES O ESTEE EOE E ESET OOOO OEE E EEE OSES ELeEeeseeeCS 


POPP OTOH EOE SHEE HEE SOO OO RODEO OC OOOO E OOO EL SOOO OLE SESOOLeEEEESeEeeCCS 


POP COOP HOT COO SCHOO EET EOOOE SOOO ESE CEES ESSE SO EE SEES OO ECE TOO ECE EOL OEE® 


COC OC OOOO ECOL EOE OOEO EOC EES OSOEL OOOO DEO E OEE SOLE OOOO COCO DOS OOS CON OSS OC® 


COCO O OOOO OOOO OOOO D EOE E OOOO ECOES EOS E OSCE COO OEE O EEE S EDO EOE OCCOCe 


COCO OO COCO OOO OCOEEEEE OOOO COOCOOEEO EEOC OOOO CCC OCEO OOOO OOOO LOSECCCCSCS 


CPPCC COCO CO OOOO LESOTHO OOOO OES OO OOOO OOS OEE SESE EEO OSE OESOEeOSeCEOS 


CPPCC OCC OOOOH OEE SESE EEE ESOT OEE CEE CEOS OOOO OOOO ESE OE SO OE ESO E SCE LON CCSS 


CPPCC E ETOCS OOOO COO TEE OOO COOETCEO OO OOEOOS CO OOESEOE SESE OOD EOE ELOEOCe 


SOOO COOO COOOL SOE SOOO OOEE OOOO OOOO SES EOOOOE OCDE TEESE OSES EOS ECC ECC eCCOR 


3,500 
4,500 
0 
0 
2,500 
0 


12,500 
10,000 
25,000 


60,500 


70,500 
20,000 
50,000 

8,000 


oooccoco 


148,500 
450,000 


0. 


450,000 
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ENCLOSURE 4 


Funds for Yorktown activities as of May 4, 1981 


Virginia: 
8 a i lla I le a A A RE A a er GE i nd eh Per alo $361,000 
rr eh aR Riedie a Uae inrcen pee, ele ape AE in 8 rae pees 162,000 
alee Re: Sec lide» Mei AR St acre it he ol oS hth ee OE IOOE Stet ahe 75,000 
598,000 

Federal: 

Donation from 1976 Bicentennial fUNS...............::ccccccccceeeeeseeneeseertereseeees 206,000 
GO lapels el ila Ahn cet “Crsiecte, LE MEY BERRI | 100,000 
iu Se AI ar lag SD he aie CARN coe SM ie ARON le OE 306,000 


NATIONAL ENDOWMENT FOR THE ARTS 
WITNESS 


HON. THOMAS LANTOS, A REPRESENTATIVE IN CONGRESS FROM THE 
STATE OF CALIFORNIA 


Mr. YatTeEs. Mr. Lantos. 

Mr. Lantos. Mr. Chairman, nice seeing you. 

Mr. Yates. Your statements, if you have any, will be made part 
of the record. 

Mr. Lantos. I appreciate it. : 

Mr. Chairman, I would like to comment briefly on two items. 
One has a particularly emotional appeal to all of us who serve in 
Congress because it relates to my predecessor, the late Leo Ryan. 

He had a dream some ten years ago which was to create near the 
heavily populated San Francisco Peninsula area an urban park. 
This is a unique place. It is called Sweeney Ridge. You probably 
are familiar with it. 

Its view was the view that Gaspar de Portola first saw when he 
led his men up to that ridge and they caught their first glimpse of 
San Francisco Harbor. 

Mr. Yates. And the blue Pacific. 

Mr. Lantos. I also need to tell you that I have a deal for you 
here! In fiscal 1982 we can buy it for less than $10 million. If we 
wait a year, it will be $12 million. If we wait further, it will be 
$14.5 million. 

We are buying 1100 acres of privately owned land. It is really the 
only area in that whole densely populated San Francisco region 
which is available and which is historic and which is, in terms of 
its scenic beauty, absolutely unprecedented. 

Mr. Yates. Is this within the confines of Golden Gate Park? 

Mr. LANrTos. Yes, it is part of GGNRA. 

Mr. Yates. We will be glad to consider that, Mr. Lantos. 

Mr. Lantos. Now, I have some immortal words in connection 
with the NEA budget cut. 

Mr. Yates. I thought I felt the building tremble. 

Mr. Lantos. I suspect—I don’t want to take any of your time, but 
merely submit the statement. 

[The statements of Hon. Tom Lantos follow:] 
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STATEMENT OF CONGRESSMAN TOM LANTOS 


Mr. Chairman, a dream that was born almost 10 years ago, a dream of my 
predecessor, the late Leo J. Ryan, was the extension of the national park system 
into the urbanized area south of San Francisco. Mr. Ryan’s vision culminated in the 
last Congress with a commitment to make Sweeney Ridge, a privately owned 1,100- 
acre area of scenic and historic significance, part of the Golden Gate National 
Recreation Area. . 

That dream and that commitment are jeopardized by the Reagan Administra- 
tion’s proposal to virtually eliminate $335 million in Land and Water Conservation 
Funds allocated for federal land acquisition in fiscal year 1982. 

This proposal is penny-wise and pound foolish. The Trust for Public Land, a 
private, non-profit organization which for the past seven years has worked with 
federal, state and local governments to set aside thousands of acres of open space, 
holds an option for the purchase of Sweeney Ridge for under $10 million. That 
option must be exercised by October 31, 1981. It can be extended for two additional 
years, but each extension involves a substantial price increase. 

In light of the escalating price of land in the San Francisco Bay Area, further 
delay will be extremely costly. It would be fiscally irresponsible to defer this 
acquisition for 3 or 4 years and then pay $15 or $20 million more for the property 
than it would cost today. 

Open space close to a major urban area is all too rare. It is vanishing at an 
horrendous pace, and once lost, it is lost forever. Over the weekend Nat Reed, an 
undersecretary in the Interior Department under the Nixon Administration, 
warned that by “butchering” the Land and Water Fund, Secretary of the Interior 
Watt intended to attempt to return to the “pre-Teddy Roosevelt era.” The country 
did not vote in November to abandon the century of conservationist policies which 
have made the United States a model for the world, and I will do whatever is 
necessary to prevent this Administration from pursuing such a course. 

Sweeney Ridge remains much as it was in November 1769 when a‘small band of 
Spaniards climbed to its summit and discovered San Francisco Bay, one of the finest 
natural harbors in the world, The ridge, which has been referred to as the Plym- 
outh Rock of the west, affords magnificent views of both the bay and the Pacific 
Ocean. 

“Very few sites in the country combine such sweeping scenic vistas with the 
possibility of easy public access from densely populated areas,” the Trust for Public 
Land aptly points out. 

Mr. Chairman, people in the cities are important and entitled to have access to 
our national treasures. A trip to Yosemite or Yellowstone is beyond the reach of 
many city dwellers. Our national parks must not be so located as to be available 
only to the affluent. The need for parks is greater than ever, particularly near 
urban areas. The Golden Gate National Recreation Area, which includes Pt. Reyes, 
Muir Woods, Fort Point, and many other areas, receives 10 percent of the total 
visitation of the entire national park system. The GGNRA is not just a sanctuary 
for birds and animals—it serves all of our people. 


STATEMENT OF CONGRESSMAN Tom LANTOS 


Mr. Chairman and members of the committee. I appear before you this morning 
to express my views as an economist, a humanist, and a Member of Congress in 
opposition to the proposed cuts for the arts. I am shocked and dismayed by the 
disproportionate magnitude of the cuts, by the shortsighted economics reflected in 
the plan, and by the philosophy of this Administration which places such low value 
on the arts in our society. 

The National Endowment for the Arts and Humanities is slated for one of the 
largest cuts of any agency, even though federal funds to the arts represent a 
miniscule proportion of the national budget. The arts, in 1981, account for one 
quarter of one tenth of one percent of the total budget. We now spend about 70¢ per 
capita of federal money on the arts. We spend $600 per capita on defense. Figures 
from fiscal year 1980 show that almost $52 million was spent by the Defense 
Department on military bands. Compare this to some $13.5 million which was 
NEA’s music budget for the entire country in the same year. 

We have witnessed an explosive growth in public involvement in the arts. In one 
decade the percentage of the population engaged in dance has increased from 9 
percent to 20 percent. The figures for the theater jumped from 8 percent to 30 
percent. Few constituencies have increased as damatically in recent years as those 
who are participating in the arts. 

The arts are forced to absorb a cut of 50 percent in their budget as well as the 
elimination of all funding for museum services by fiscal year 1982. The reduction,: 
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specificially is fromm $158.6 million (current appropriation) to $88 million. The previ- 
ous administration requested $175 million which seemed woefully inadequate to 
meet the needs of the arts community nationwide. However, the support of Congress 
has been growing since the enactment of the Endowment in 1965. Only last year, 
the Congress reauthorized the endowments for the next five years with an unprec- 
edented number of votes. The 50 percent cut is a break of faith with the people, and 
a break with tradition spanning the past five presidencies. . 

_ The question of federal funding of the arts really comes down to a philosophy of 
government. The officially expressed low priority for the arts is as serious as the 
budget cuts themselves. Since such a philosophy reveals no understanding of the 
importance of art in the preservation of a democratic society and a civilized world. 
The arts are absolutely essential. They are not frivolous expenditures of time and 
money. 

As Governor of California, President Reagan did not support the arts. During his 
administration as governor the California Arts Council averaged about $240,000 per 
year. In the last year of his term as governor, the State Legislature overrode his 
recommendation of $240,000 and appropriated $1.2 million. In that year, $1.2 mil- 
lion generated over $8 million in local matched funds. California could have benefit- 
ed from this tremendous economic activity during the previous seven years. Now we 
are witnessing history repeating itself, on a national scale. 

With a minimum of federal investment, the NEA has stimulated enormous pri- 
vate and local participation in arts programs. The Challenge Grant Program re- 
quires a minimum of 3 to 1 matching funds from new or increased sources. An 
investment of $84 million in the three years of its existence has stimulated some 
$500 million from private and local sources. 

_ There are probably few federal agencies which could serve as a better model for 
ia ios both the Administration and the Congress should like to see federal dollars 
used. 

Private giving to the arts increased only 3 percent in the decade before NEA was 
formed in 1965. Since then, private giving has increased three-fold, from $205 
million to $2.7 billion. The Administration has based the budget on the false 
assumption that corporations and the private sector will pick up the slack. The 
Endowment grants from the federal government represent a small percent of the 
overall arts budget—only 5 percent to 7 percent. However, this seed money is 
essential to stimulating additional local support. Endowment grants are like the 
stamp of approval for many potential supporters. The endowment grant inspires 
confidence for others to also give. 

The arts depend on a mix of federal, private, and local funding. This three-way 
model prevents any single source from dominating or controlling the development of 
the arts. It is irresponsible for the federal government to suddenly pull out one of 
the three legs of arts support and not expect the whole structure to collapse. 

Further, it is economically shortsighted to fail to recognize the role of the arts in 
stimulating the economy. Current economic theory suggests that the function of the 
arts in economic growth and development deserves more careful attention that it 
has received. The arts are industries within themselves that have an impact on the 
economy. 

Federal support of the arts should be viewed not as a subsidy, but as an invest- 
ment in the rebuilding of America’s urban and rural areas. The role of the arts is 
significant in revitalizing neighborhoods, strengthening neighborhood economies, 
enhancing the overall economic environment, and promoting human development. 

There is strong reason to believe that the arts could be used as development tools 
to help attract other industries and commerce. Workers pursue jobs, but jobs follow 
the markets that people create. Persons looking for employment must consider the 
current distribution of jobs. Firms that employ highly trained, salaried, and mobile 
personnel look for environments in which the quality of life is a priority. 

The arts in America are a multi-billion dollar industry. This is not a frill indus- 
try. The arts draw tourists and residents to a neighborhood, thus improving the 
local economic environment. They draw business for restaurants, stores, taxis, park- 
ing garages, hotels and homes or apartment complexes. Studies show people who 
attend the performing arts spend more than 80 percent of the cost of their ticket on 
ancillary services. 

The arts serve to enhance one of the built-in advantages of the city, that of 
urbanity. They serve to increase the variety, breadth, and depth of available experi- 
ence which is the key to urbanity. However, the arts are labor intensive. There are 
few ways to increase the profit margin by increasing production as in other indus- 
tries. Artists themselves are already subsidizing the arts often through miserable 
salaries, negligible benefits, and long periods of unemployment. And the arts indus- 
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try depends on hundreds of thousands of volunteers. Government and the private 
sector need to recognize the role of artists as dynamic city builders. 

I wish, further, to emphasize the place of the arts in rural communities . . . to 
emphasize the role of rural community artists and artisans in the creation of a truly 
“American Art.” The vision and human longing of our people who live near nature, 
outside of cities, are vital to us all. We need to ensure their access to the arts, and 
their communication through the arts. 

Aside from the economic benefits to be gained from federal support of the arts, 
there are additional benefits to our spirit which cannot be ignored. It is through the 
arts that we come to understand ourselves, each other, and our place in the 
universe. As Martha Graham once said when asked to explain her dance, “If I could 
explain it, I wouldn’t have to dance it.’’ Art speaks inaudibly to all people. It helps 
to unify us while simultaneously reminding us of the richness and complexity of our 
diversity—our pluralism. 

Throughout history, it has been in periods of severe pressures and hardship that 
people have most needed the arts. During such times some of the greatest art has 
been created. As we face the increasing domestic and international problems of the 
1980’s, the arts play an important role in our daily lives as a replenishment for the 
spirit. One need only look at the art from the years of the Depression or World War 
I to see the surge of song, dance, theatrics, symphony, paintings, and literature. — 
fshate celebrate the human spirit and its stubborn refusal to be downtrodden by 
adversity. . 

In a democracy, the arts should not just remain a plaything of the elite. Art must 
be experienced to have value. It must be woven into the life and education of all the 
people. These symbolic representations of the spirit cannot grow without being 
nurtured. They cannot be shared without being expressed, and without being made 
publicly available. 

In a world which is threatened daily by international crises, it is significant that 
among so-called “civilized’’ societies only Iraq and Iran spend less public funds on 
the arts than the United States. 

The American people have proven beyond a shadow of a doubt that they support 
the arts, and that they support federal funding of the arts. The Administration’s 
budget will eliminate arts programs from the lives of people where they mean so 
much: from a previously neglected audience—the elderly, minorities, the handi- 
capped, school children, and communities outside the major cities. These groups do 
- have high powered, highly paid professional representatives who can raise funds 
or them. 

Mr. Chairman, we all know that the Metropolitan Opera will survive, but without 
the strong support of the federal government, I’m afraid the grass roots community 
support for the arts in our nation may very well collapse. 


WOOD RESIDUE papain ess: ACT—BALD MOUNTAIN 
ROAD 


WITNESS 


HON. JIM WEAVER, A REPRESENTATIVE IN CONGRESS FROM THE 
STATE OF OREGON 


Mr. Yates. Mr. Weaver. 

Mr. WEAvER. Mr. Chairman, thank you for the opportunity to 
testify before your committee. I suggest you move outdoors. 

Mr. Yates. We'd love to move outdoors. If any committee of the 
Congress should move outdoors, this should be the one. We spend 
so much of the money outdoors. 

Mr. WeAveErR. Mr. Chairman, I have prepared statements that 
will be down shortly. 

Mr. Yates. They will be made part of the record. 

Mr. WEAVER. I will summarize. 

Mr. Yates. What do you want money for? 

Mr. WEAVER. I want to save you money. I am asking for cuts. 

Mr. Yates. In what? 
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Mr. WEAVER. First of all, let me describe what I consider to be 
the most important single issue in my area in the Interior Appro- 
priations bill, and that is the proscription against exporting logs 
from the Federal forests. I, of course, strongly support the proscrip- 
tion of exporting logs from the Federal forests.: 

I have a bill in my own subcommittee, as Chairman of the 
Forests Subcommittee, that would make that statutory and in per- 
petuity. | 
~ The log exports, as much as 3.5 million board feet, from the 
Northwest in the last several years, is a drain on our economy. 
Mills are closing everywhere. Mills are closing in Coos County 
where we have unemployment as high as 30 percent because of 
their inability to get timber, and the fact that the Japanese, among 
others, bid the timber up so high, $500, $600 a thousand where it 
used to be ten years ago $30 and $40 a thousand to the point where 
my own mills cannot compete with the Japanese bidders. 

This is essentially private timber, but it has a direct effect on the 
amount bid for the public timber. 

In the Interior Committee’s bill in previous years, you have 
included three little words. We call them the three little words. So 
long as they have not been exported “by the purchaser.” This 
provision is supposed to take care of substitution wherein some- 
body buys Federal timber and uses that Federal timber in domestic 
mills as they are supposed to, but the mill or some other person 
exports their own private timber and substitutes the Federal 
timber for it. | 

The fact that this so-called third party substitution is not halted 
has, according to studies, cost us as much as 200 million board feet 
per year in the Northwest. I ask you and ask this committee to 
delete the three little words in your bill “by the purchaser.” 

I would hope if you are unable to do that in the committee, that 
you would entertain a neutrality or whatever if I offer it from the 
floor to delete these three words. 

Mr. Yates. Which are the three words? 

Mr. WEavER. “By the purchaser.” The Forest Service maintains 
so long as these are in there—— 

Mr. Yates. Do you think that that is an unfair and impractical 
limitation? 

Mr. WEAVER. Well, the Forest Service has testified that as long 
as those three words are there that they don’t have much handle 
on third party substitution. 

Mr. Yates. I would think that would be true, wouldn’t you? 

Mr. Weaver. Yes. Therefore I am hoping those words will be 
deleted. 

Mr. Yates. How would Mr. Dicks and Mr. AuCoin react to this? 

Mr. WEAvER. I never make the mistake of speaking for another 
Member, Mr. Chairman. 

Mr. Yates. I just wondered if you had talked to them? 

Mr. Weaver. I talked to them. I hope they would support that. I 
know Mr. Dicks at least entertained the idea of striking the words 
in the last bill. 

Mr. YATES. We will look at it. 
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Mr. WEAVER. Second, I know that this committee has not looked 
with favor on the payment in lieu of taxes, a bill that I ee ee 
to write and push through the Congress. arty 

Mr. Yates. Aren’t you sorry now? | 

Mr. WEAVER. I can tell you, Mr. Chairman, I again want to save 
you money. | 

Mr. Yates. Payment in lieu of taxes saves me money? | 

Mr. Weaver. I want to say that having been the author. of the 
bill, there are provisions in the bill that I don’t think are wise ang 
should be taken out. 

Mr. Yates. That is the basis for the committee’s action. __ 

Mr. Weaver. Among them, for instance, I put in a million dates 
limit on counties for payment in lieu of taxes and, therefore, Phoe- 
nix, Clark County, Maricopa County receive that million. I don’t 
think they should receive that much. I want to amend the bill and 
am going to try to do it so that that is reduced. I am going to talk 
about the ten-cent per acre minimum regardless of what receipts - 
they had from other sources. 

Also, the Utah decision on schools which has allowed them not to 
deduct their mineral payments and other payments from it in lieu 
of taxes they pay. 

When I wrote the bill, I specifically said that those mineral 
payments should be deducted, but, because of the Utah opinion by 
the Solicitor General, they haven’t done that. I intend to write 
that. 

Mr. Yates. That is one of the reasons the committee acted as it 
did. 

Mr. WEAVER. I understand. 

_ Mr. Yates. The amount of receipts from the Mineral Leasing Act 
had gone up to a hundred million dollars. 

Mr. WeAveER. I understand that, Mr. Chairman. In my bill the 
way I wrote it every single penny of those should be deducted from 
Federal taxes so that no county got one plus the other. Because of 
the Solicitor General’s opinion, they haven’t done so. I intend to 
try to amend the bill to take those out. Thereby we are getting an 
estimate from the Bureau of Land Management as to how much we 
can save. We think maybe $30, $40 million. 

So I would hope that perhaps if we do this, the committee would 
reconsider because there are counties that desperately need this 
money and rightfully so. 

One last point, Mr. Chairman, if I may. Again I want to save you 
money. 

Let me say—— 

Mr. YATES. Beware of Greeks bringing gifts. 

Mr. WEAvER. No, Mr. Chairman. No, Mr. Chairman. 

I am really talking about honestly saving you money. 

First of all, I believe that the Forest Service and the Bureau of 
Land Management vastly overbuilt their roads system in the Na- 
tional Forests. 

Mr. YATES. We have heard that before. 

Mr. WEAVER. Please, let’s do something about it. I thought the 
committee in its supplemental gave another $62 million for roads. I 
believe that we can have a healthy timber economy in our area 
without building a number of these very expensive roads, both in 


. 
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terms of the quality of the road, that they are over specified, too 
much gravel, too much blacktop. They build super highways many 
times into the forests, and also the quantity. 

We understand that in some forests they are building as much as 
five miles of road per section. This just is devastating our soils in 
the first place, but spending money that isn’t necessary. 

Mr. Yates. What kind of a limitation would you put on there? 

Mr. Weaver. I would simply go over and make sure that—make 
the Forest Service come in and say—and explain why they couldn’t 
get by on considerably less money. 
~ I am convinced they can. I held hearings. I have gone over those 
roads myself. The timber industry themselves feel—particularly in 
the quality of the road—that it is far overspecified. | am saying in 
terms of quantity the roads are not necessary. 

There is one road, Mr. Chairman, however, that I want to 
strongly urge this committee to proscribe, to prohibit funds being 
used to build. That is the Bald Mountain Road in the Siskiyou 
National Forest, which is in the southern part of my congressional 
district. For Bald Mountain Road is perhaps the greatest travesty 
that I have ever seen in my life. 

Frankly, I think certain people in the Forest Service are just 
willfully wanting to build it to show people that by God they are 
going to build a road. 

The Bald Mountain Road is built into the heart of the Illinois 
River country. The Illinois is the last pristine river we have. You 
ean see bottom at 40 feet and_you go through these beautiful 
canyons. 

For the Bald Mountain, they will have to build the road along a 
ravine and along a cliffside. It will be one of the most expensive 
roads ever built. 

Mr. Yates. Why do they want to build it? 

Mr. WEAVER. Because the timber industry wants to get every 
tree, every stick, everything they can and leave us with mudslides, 
devastated rivers and streams. 

Mr. Yates. Maybe we ought to take a picture of it. 

Mr. Weaver. Get the Bald Mountain Road. I have vowed one 
way or the other to stop the building of the Bald Mountain Road. 
We are developing, Mr. Chairman, a new kind of logging for such 
areas called helistat logging. It is both dirigibles and helicopters. 
The idea of building this Bald Mountain Road is foolish, when it 
can be logged by helistat. I would, if it were my decision, put the 
area in wilderness, but I cannot because of other reasons. 

I want to and will try, but it just is not going to happen. 

But that road should not be built. The cost to build a road along 
a ravine to get that amount of timber is a travesty. 

Mr. Yates. We will take a look at it. 

Mr. WEAVER. Thank you, Mr. Chairman. 

[The statement of Hon. Jim Weaver follows:] 
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Testimony before theAppropriations Committee, Subcommittee on the Interior 
PRESENTED BY JIM WEAVER, Member of Congress 


1982 Budget- Wood Residue Utilization Act 


Your support for including a $5 million line item in the Forest Sérvice's 1982 
Budget is critical for the startup of the wood residue utilization program authorized 
by P.L. 96-554. Attached to your copy of my testimony is a barebones budget which 
I requested from the Forest Service for this Act. 


I believe that this seed money is necessary to initiate the program and that 
postponement of its implimentation will delay the easing of the short term energy 
situattonprovided by wood residue utilization. Wood residues represent an energy 
reserve for our nation; with the Forest Service estimating 600 million dry tons of 
unused wood wastes availible annually. According to the, General Accounting Office, 
this residue could produce 14% of our nation's energy heeds and cut current USS. oid 
imports by one- half. In addition,wood wastes are dispensed widely, unlike other 
fuels, and offer an ideal energy source for large geographical areas. 


P.L. 96-554 will hasten private development of this resource for energy 
generation and will decrease the existing residue management costs now incurred by 
the Forest Service. During this time of fiscal restraint, I suggest that the addition 
of $5 million to the 1982 Budget of the Forest Service will result in substantial 
savings in the near future; because, according to GAO, the implimentation of this 
Act would reduce the Forest Service's residue Management costs which now exceed 
$100 million annually. 


In summary, I ask your support in funding the startup of the Wood Residue 
Utlization Act in the 1982 Budget. 
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STATEMENT OF CONGRESSMAN JIM WEAVER BEFORE THE INTERIOR AND RELATED 


AGENCIES SUBCOMMITTEE OF APPORPRIATIONS COMMITTEE, MAY 4, 1981 

I am speaking in favor of the continuation of the annually imposed 
ban on export of unprocessed logs from National Forest and Bureau fo 
Land Management timberlands. Due to the high price that foreign buy- 
ers are willing to pay for raw logs, it is absolutely essential that 
Congress continue to ban their export. Too many of our mills in the 


Northwest are dependent on public timber in order to stay in operation. 


The fact that we continue to allow private timber to be exported 
is a serious drain on the domestic log supply of the Pacific Northwest. 
Log pres 5 have reached a high of 3.7 billion board feet annually. 
This is more than the entire production from Oregon's very productive 
National Forests. If it was not for a recession in the Japanese housing 
market, log export volumes probably would have topped that figure last 
year. They have risen from the one billion board foot level in 1968 
as the outrageous levels they have obtained today. It would be a crip- 
pling blow to the Northwest's timber economy if Congress were to allow 
unrestricted log exports. - 

As the Members of this subcommittee may know, I. have intxoduced 
a bill, H.R. 639, that would make this temporary ban on log exports from 
federal lands permanent law. If passed, and this really should be a 
non-controversial measure, it would eliminate the burden of adding log 
export language to the Appropriations bill from this subcommittee. My 


bill, in addition, calls for a report on existing authority that could 
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STATEMENT OF CONGRESSMAN JIM WEAVER ’ —— 
Page Two ; wor ae 


be iapedea to restrict private log aunonte and the practice of substitu-_ _ 
tion of federal timber for privately exported loas..: .Itraise calls on — 
the USDA to describe legislative lanquage to deal with these two pro- 
blems. But the basic intent is to make permanent the ban on fegerminiod 
exports. I would hope that the Members of this committee can supoore my 
proposal, thus making this the last year that the committee would have i 


deal with log export language. 


I would also like to testify today on behalf of the Payments in Lieu 
of Taxes program (PILT). I realize this committee has eliminated these 
payments from the FY '82 budget. This program is absaiihs te critica. 
for those counties who are blessed with large amounts of federal hou 
ownerships, but do not obtain significant revenues from them. This 

‘ 


program is simply a way for the federal gqovernemnt to pay its share of 


property taxes. 


I realize that there has been some concern that this proaram has been 
abused, or taken advantage of by certain odin ttea. I further understand 
that the Administration is prepared to support changes in leaislative 
language that would eliminate these abuses. I will be deeply interested 
in seeing these legislative proposals. In the meantime, I have written 
to Congressional Budget Office reaarding my own leqislative proposals 
which I think would make this program less expensive to operate and more 
equitable to all counties. However, I strongly urae this Committee to 
restore funding to this program for FY 81, and to support the vroaram as 


it is amended this year. 


The proposals I have asked the CBO to analyze are as follows: 
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Testimony by JIM WEAVER, Member of Congress ; 
before the Interior Subcommittee, Appropriaticns Committee 


Finally, there are three additional subjects upon which I'd like to comment : 


First, with regard to the budget for the Fish and Wildlife Service, which 
I understand you' re hearing about tomorrow, I would ask you to strongly consider 
continuation of the Cooperative Fish and Wildlife Service as a separate 
appropriation. I have been in contact with the many people of Oregon who 
have worked with and benefited from this program, and I think that they have 
done an outstanding job in learning how we can manage better the public trust in 
getting the most out of multiple- use of our land, forests, and watersheds. | 
Federal funds have been tiny in my state, less than $100,000, but the benefits 
have merited making a special effort on this program's behalf. 


Second, with regard to Indian Housing Program. We held oversight hearings. 
on the Administrations proposal to eliminate FY '82 moneys for Indian Housing. 
This would affect three agencies: HUD, BIA, and Indian Health Services. The 
administration's arguments that the Indian Housing Program has excessive costs 
and backlogs didn't stand up to close scrutiny. Hdédwever, their final argument 
about lack of guaranteed finding for sanitation facilities falls under the 
purview of this subcommittee. If the Indian Health service budget for sanitation 
facilities is chopped, the overall Indian Housing Program will be enviscerated. 
Until there is a determination that alternative funds for sanitation are available 
elsewhere, I would respectfully request continued support for this component 
of the IHS budget. A right to healthful water and sanitary facilities is a 
basic human right. Indains already Kear a disproportionate share of the nation's 
misery--they shouldn't be forced to bear a disproportionate share of our budget 
cutting. ; 


Third, the Administration has indicated that it plans to reduce road 
construction and associated costs on National Forest land. There is a specific 
road project in my own Congressional District that I most strenuously oppose. 
This is knownas the Bald Mountain Road. It entails 12 1/2 miles of road 
construction, the first 7 1/2 miles of which will not be able to pay for 
itself. If this road is built, it will need appropriated funds. The road 
will have tremendous costs and run the grave risk of degrading the soils, 
water, and fisheries resource of the Silver Creek drainage of the Illinois 
River. The costs of building this road on highly unstable scils may require 
more than a three million dollar appropriation. The elimination of this 
road is an excellent place to begin saving taxpayer dollars. 
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Mr. YATES. We have a statement from Honorable John Rousselot 
in support of the Firescope program and Forest Fire Protection 
program, that may be put in the record. 

The statement from Honorable Floyd J. Fithian concerning fund- 
ing for the Indian Dunes National Lakeshore Park will be put in 
the record also. 

The statement from Honorable Dante B. Fascell on funding for 
the Land and Water Conservation Fund will be put in the record. 

We have received a statement from Honorable Phillip Burton 
regarding funding for the Golden Gate National Recreation Area, 
this statement will be put in the record. The letter to Honorable 
Cardiss Collins from Donald T. Byrd will be made part of the 
record also. Thank you very much. | 

[The statements follow:] 
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STATEMENT OF HONORABLE JOHN H. ROUSSELOT, MEMBER OF CONGRESS 
TWENTY-SIXTH DISTRICT, CALIFORNIA | | 
BEFORE THE HOUSE SUBCOMMITTEE ON INTERIOR APPROPRIATIONS 
COMMITTEE ON APPROPRIATIONS 
ON , | | 
THE FISCAL YEAR 1982 INTERIOR APPROPRIATIONS BILL, HR 


a 


MR. CHAIRMAN and Members of the Subcommittee, thank you for allowing me this 
opportunity to testify on behalf of a matter of grave importance to all 
Americans -- Forest Fire Protection. As you are aware, this is a problem acutely 


facing Southern Californians. 


"Walls of flame", "blackened acres", "gutted homes", and “exhausted fire crews" 
cross the TV screen in a blur almost every summer and fall in California. | 
Fortunately, 95% of all wildfires are controlled before they burn even 10 acres. 
Only the few that escape initial attack by firefighters spread to the headlines. 
Yet, these wildfires break out in the National Forests in California every year. 
They burn an average of 112,000 acres and cost about $58 million in resource 


damage and suppression. 


During just 16 days last November, 139,000 acres of brushland burned, 300 homes 
were destroyed, 4 deaths resulted, and property and resource losses were in the 
untold millions. The U.S. Forest Service, in cooperation with State, County and 
municipal fire agencies, is struggling with this ever-increasing protection 
problem as populations increase and urbanization pushes relentlessly into more 
brush and hazardous areas. Since 1970 there has been a 26% increase in the 
population of Southern California. Fire protection must be kept strong. Reduced 


appropriations for both the FIRESCOPE program and Forest Fire Protection would be 
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extremely poor economy and would result in far greater future costs in dollars 


as well as in resource losses and human suffering. 


The California delegation has been very bipartisan in our willingness to 
fight for these funds and the appropriations that we firmly believe are vitally 


needed. 


Mr. Chairman, you have always been very cooperative in trying to make sure that 

we have adequate funding, eVen above authorization Tevels, for these fire 
fighting programs. This is why I am appearing before you today. As one who sits 
on the Floor all of the time to try to follow expenditure levels, I can say that 
the cooperation among California congressmen for FIRESCOPE and Forest Fire — 
Protection funding has been excellent. Last Congress, Congressman Barry Goldwater, 
Congressman Jim Corman and I held Congressional hearings in Los Angeles regarding 
the firefighting operations in Southern pai fornta® It was apparent from the 
testimony received from respresentives of the U.S. Forest Service, the State 
Department of Forestry, the California Air National Guard, the various county and 
city fire departments, as well as the Watershed Fire Council of Southern California, 
the Air Tanker Association and various Los Angeles County Supervisors representing 
the many homeowners of the area, that FIRESCOPE and related programs must be kept 


viable. 


Let me talk for a few minutes about the FIRESCOPE program. FIRESCOPE is a 
cooperative venture among agencies crossing jurisdictional boundaries, and was 
chartered by Congress in 1972 to optimize fire protection services. - FIRESCOPE is 
designed to improve the coordination and effectiveness on multi-jurisdictional fires 
and other emergencies. The 5-year research effort was completed in 1977, and 

deve lopment is now about 40% complete. 

The few operating parts of the program are already paying off. During last 
November's fires, fire services estimated that they saved more than $800,000 in 


direct suppression costs and approximately $9 million in private and public property 
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by utilizing FIRESCOPE procedures and technologies. A fully completed program 
can reduce costs and losses by an average of $6 million annually according to 
an economic study. FIRESCOPE is no longer just a local program for the San 
Bernardino, Angeles, Cleveland, Los Pedres and Dequoia National Forests in | 
Southern California; its wide application ability is rapidly being recognized, and 
its endorsement by the National Association of State Foresters attests to its 
effectiveness. 

With dozens of fire departments in different jurisdictions, each using different 
equipment, training methods, and radio frequencies, it was nearly impossible to 
muster available firefighting forces for timely and effective combined attack on 
wildfire. The program called FIRESCOPE is a multi-agency coordination system (MACS) 
where Federal, State, County and Municipal fire chiefs determine priorities and 
deploy firefighting resources during fires. A map of the 1,400 square miles 

area served pinpoints all engines, aircraft and fire crews available. Eventually, 

a computer program called FIREMOD will be used td predict spread rate and size of 
fire from the time of the first report and initial attack. Computer models will 

use data on fuel type and age, slope and other terrain characteristics, windspeed 
and direction, and humidity to predict the location of fire perimeters 6 to 12 hours 
into the future on major fires and evaluate alternative allocation of suppression 


forces and tactical and strategic action. 


FIRESCOPE has developed standard training and terminology for firefighting 
Organizations and systemized radio frequencies so that agencies can communicate 


quickly and reliably during a fire. 


MR. CHAIRMAN, I, and I speak for many members of the California delegation who 
could not be here today, would like to request that $2.4 million be contained in 


the FY 1982 budget for the activities of the FIRESCOPE program. 


<a z - 
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Additionally, Forest Fire Protection, listed under Forest Maiiagement, 

Protection, and Utilization - National Forest eyetmer and and Resources 

Protection, has been recommended at the level of $178 million. I would like 

to see an additional $3 million added to the budget to make a total of $181 million. ¢ 
This amount is $17 million higher than in the FY 1981 appropriation measure, but 

$12 million of this will be needed to cover the pay act Costs2 Other increases 

in costs due to inflation wil] absorb another $7 million, so in effect, this is 


a $2 million decrease from FY 1981. 


Fuels management, particularly the building and maintaining of fuelbreaks, is 


a vital part of the program that this fund supports. It also supports all the 


activities of fire prevention, fire detection, fire attack and aviation operations. 


Southern California has a combination of fuels, topography and weather conditions 
which create one of the most critical wildfire situations in the world. This 

was recognized early in California history when the San Gabriel Forest Reserve 

was established in 1892. The primary objective was the need to protect critical 
watersheds, thus reducing the risk to life and property from fire and resulting 
floods and mudflows. Since then, the wildfire situation has become more complex 
and the addition of large population centers has created high down stream property 


values and residential development in the critical fire prone watersheds. 


As you know, disastrous wildfires are too common in the chaparral brushlands of 
Southern California. As I stated earlier, 95% of the wildfires are controlled 
rapidly at 10 acres or less during initial attack. The 5% that are not controlled 
by initial attack forces normally occur during extreme weather conditions and 
sometimes become the large disastrous fires. Due to advances in technology and 
capabilities of the fire service agencies, more of these fires are being controlled 
without undue property or watershed damage. However, fires which occur during 


periods of high winds and low humity (such as experienced last November) will continue 
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to have the potential of becoming large fires with unfortunate losses. 
= 6 .notiosterG 


soltostor8 
The solution, I am told by fire experts, encompasses more than firefighting : 


~ 
cay 


techniques and better air attack. it includes fuels management, residential 
hazard reduction, mountain and foothill] residential zoning requirements, and of 


7 


course an effective prevention effort. 


I vigorously support these two items in the 1982 budget as being vital to the 
welfare and safety of the thigans of southern California. We recognize the 
need for national economy and the importance of limiting Federal expenditures, © 
but these items are essential expenditures which will ultimately save nilttolis 
of dollars and reduce human suffering. We, and I speak for the greater part of 
the California Delegation, urge you to support these items as wise 


investments for 1982 and the years to come. * 


Thank you, Mr. Chairman, for allowing me this time to speak in behalf of 


the FIRESCOPE program and Forest Fire Protection. 
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“(TESTIMONY OF CONGRESSMAN FLOYD J. FITHIAN BEFORE THE SUBCOMMITTEE ON INTERIOR 
(HONORABLE SIDNEY YATES, CHAIRMAN) OF THE HOUSE APPROPRIATIONS COMMITTEE 

MAY 4, 1981 
Mr. Chairman, I greatly appreciate the opportunity to offer the subcommittee 
some thoughts and suggestions concerning your deliberations on the fiscal year 
1982 Interior Department appropriations. This subcommittee has been deeply involved 
in the preservation and development of the Indiana Dunes National Lakeshore Park. 
I certainly hope that the local residents, visitors, citizens groups, and the elected 
officials who appreciate the Indiana Dunes realize the dedication and concern that this 


subcommittee has shown over the years. 


I am respectfully ratuesting an increased appropriation for the Indiana Dunes National 
Lakeshore Park. in the area of operations, I request that the Interior Department 

add $35,000 for a Public Affairs Officer. In the area of planning and construction 

I am requesting an increase of $750,000 for the Dunes area. Reserving land acquisition, 
I recommend that $2.2 million be included for the Indiana Dunes, and that monies 

raised from leaseback extensions at the dunes bé maintained at the park for future 


land acquisition. 


The most immediate need facing the Indiana Dunes National Lakeshore Park is completion 
of land acquisition, especially for P.L. 89-761 (1966) and 94-549 (1976). There are 
only 35 tracts of land (and homes) to be acquired at a cost of $1.7 million. I would 
respectfully suggest that $500,000 be made available for purchases of land under P.L. 
96:612 (1980) so that this land acquisition process can begin. In addition, the 1980 
legislation allows holders of reservations of use and occupancy to negotiate an 
extension of such retained rights for an additional nine years upon payment of the 
cost of the extended reservation. At present, there are 199 holders of retained rights 
who are eligible for this 9 year extension -~ an extension which could generate as much 
as $1,180,000 in revenue. I would respectfully request that these revenues raised by 


extending old leasebacks be retained at the park for additional land acquisition in FY82, 


nt ce ee we! 
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FY 83, and Fy84. xt F ye 51 . AULARCOR eu 


The 1980 legislation also required that the Racional Park Service undertake steps to 
dedicate the national park to the memory of the late Senator Paul Douglas. To begin | 
this important step, I am requésting~ $50,000 in planning funds and $500,000 in — naar 

construction for the Paul Douglas Environmental Education Center at the Indiana Dunes. << 
In addition, the legislation also called for a two-year study of Sranacortariee access 
to the Dunes so that the Greater Chicago-Gary-South Bend-Detroit metropolitan areas 


would have access to the Indiana Dunes. 


Lastly, I would recommend that the Operations and maintenance budget be increa sed by 
$35,000 to allow the addition of a Public Affairs Officer at Indiana Dunes. Most of 


the urban national parks have a Public Affairs Officer to handle press relations, work 
with various organizations that are concerned about the park, and work with the asus ' 
commission concerning the development of the park. This new position is needed at the 
- Indiana Dunes, and I respectfully request that this official be added to the NPS team. 


The historic struggle to save the Indiana Dunes has been a long, hard-fought battle in 
pas this committee has played a leading role. We cannot afford to abandon the hopes 

and dreams of millions of our fellow Americans who live not only in the Middle West, 

but all across our land. We cannot become complacent about the preservation of the 

Indiana aos We must remain ptaatease in our determination that future generations 

will be able to enjoy Mt. Baldy, West Beach, the Bailly Homestead, Cowles Bog, and 

other sections of the Indiana Dunes National Lakeshore Park. It is a promise that 

we have made not only to ourselves, but to future generations of Americans. I make 


this appeal not only to your generosity, but to your dedication and vision. 


Thank you. 
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FY 82 Budget 
Indiana Dunes National Lakeshore Parks 


Land Acquisition: 
1. A request for $1,700,000 for land acquisition to complete the park 


boundaries for P.L. 89-761 and P.L. 94-549 (35 tracts of land from 
1966 and 1976) 


2. A request for $500,000 for land acquisition funds needed to begin 
purchase of lands added by the P.L. 96-612 (1980). 


3. Section 2 of P.L. 96-612 allows holders of reservations of use and 
occupancy to negotiate an extension of such retained rights for an 
additional nine years upon payment of the cost of the extended reservation. 
These payments mist be made prior to September 30, 1983. There are 199 
holders of retained rights who are eligible for this extension. If all 
199 holders elect to take the 9 year extension, the National Park Service 
would generate over $1,180,000. I would respectfully urge that these funds 
raised at Indiana Dunes National Lakeshore Park be retained at the park for 
additional land acquisition in FY 82, FY83 and FY,84. 


PLANNING AND CONSTRUCTION: 


1. P.L. 96-612 requires that a study of transportation be completed and presented 
within two years from date of enactment. This two-year study is estimated to 
cost $200,000. Its purpose includes the development of alternative plans to 
improve, construct, and extend access roads, public transportation, and bicycle 
and pedestrian trails, as well as examination of proposals for renovation and 
preservation of a portion of the existing South Shore Railroad passenger car 


fleet. 


2. P.L. 96-612 dedicated the Indiana Dunes National Lakeshore Park to the memory 
of the late Senator Paul Douglas. To provide for the planning and construction 
of suitable structures, $550,000 is needed in Fy-82. The planning for the 
Paul Douglas Environmental Education Center is about $50,000, with $500,000 
needed for construction. 


OPERATIONS AND MAINTENANCE: 


1. I would reconmend the addition of a Public Affairs Officer at the Indiana Dunes 
(GS: 12 - $35,000). Most major urban national parks have a Public Affairs 
Officer to handle press relations and work with the various organizations that 
are concerned about the park. At Indiana Dunes, the officer would also work 
with the planning commission concerning the development of the park. This 
new position is needed at the Indiana Dunes, and I respectfully request that 
this official be added to the NPS team. he Bad 


76-703 (6b) O - 81 = 52 
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- STATEMENT OF CONGRESSMAN DANTE B. FASCELL, 15th DISTRICT, FLORIDA, BEFORE 
THE SUBCOMMITTEE ON INTERIOR OF THE HOUSE APPROPRIATIONS COMMITTEE. 


MAY 4, 1981 


Mr. Chairman and members of the Subcommittee, I pen very 
much having this opportunity to testify before vee This is a matter which — 
has very grave consequences, not only in my own congressional district, but 
nation-wide, and it is one about which I feel very strongly. 

The Secretary of the Interior's announced moratorium on all federal 
ona purchases and on grants to the States for their parks programs is, in my 
judgement, unfair to property owners; will result in false economy; and will 
have a devastating effect on the preservation of acelin valuable and endan- 
gered resources. 

There are dozens of already-authorized federal parks throughout the 
country which the federal government has publicly announced it has an intention 


of acquiring. Three of these are in my congressional district. They are the 


4 


Biscayne National Park, the Crocodile Lake National Wildlife Refuge and the 
Big Cypress National Preserve. 

The legislation which authorized both the Biscayne National Park and 
the Big Cypress National Preserve specifically mandate that all privately owned 
lands must be acquired within a definite period of time. With respect to Big 
Cypress, that deadline has already passed and it is my understanding that there 
are about 200 tracts, representing 6,500 acres and some 200 individual owners, 
remaining to be negotiated toa conclusion. Some 5,500 tracts are in condemna- 
tion proceedings. 

The Biscayne National Park legislation, enacted last year, directs 
. that all the privately Re lands must be acquired within three fiscal years. 
The previous administration's FY 1982 budget recommended $5 million to begin 
acquisition and this represents half of the total amount expected to be required. 


-—more- 
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‘The Crocodile Lake National Wildlife Refuge was established by order 
of the Secretary of the Interior in an effort to preserve the seriously endan- 
gered specie of the American crocodile. This involves 7,100 acres. on Upper 
Key Largo, Florida, and 62 individual owners (some owners have more than one 
tract). Of the 18 known remaining crocodile nests in the entire country, seven 
are located in the Refuge. $2.6 million has already been appropriated for 
acquisition in FY 1981 and $2.1 million had been budgeted for FY 1982. I am 
deeply thankful to you for approving a resolution of disapproval on the admin- 
istration's rescission of the 1981 money and will support this when it comes 
to the floor for a vote. 

Mr. Chairman, once the federal government has declared its intention 
to acquire property from private landowners, there is an inherent obligation on 
the part of the government to proceed with those acquisitions as quickly as 
possible. Property owners are required to continue to pay taxes until their 
land has been acquired and they are, for all practical purposes, unable to do 
anything with the land whereby they could realize any income from it. For the 
federal government to adopt a policy of not acquiring the land amounts to 
condemnation without compensation. It is unfair and unconscionable. 

The moratorium on land acquisition is also, it seems to me, false 
economy. The Washington Post, in an editorial of April 11, 1981, (copy attached 
for the record), points out that the cost to the government several years from 
now is likely to be much higher as land values continue to rise around the 
country. Therefore, in the long run we will not be saving money by not 
acquiring these lands in a timely fashion, but spending more of it. 

Finally, failure to incorporate these lands into the National Park 
System will seriously kn peri ah chances that they will ever be preserved 
for future generations. Once lost to development, they can never be recovered 


-more- 


ce o\ 
\ 


: \ 
and the American people will have lost forever a very valuable resource. 
It is our responsibility to see that this does not happen. 
Secretary Watt has proposed that the very small amount of money 


which is now budgeted by the administration for the Land and Water Conserva- 


tion Fund be used for maintenance of existing parks instead. There is no — 
question that many of our older parks need refurbishing. However, the legis- 
lation establishing the Fund clearly states that the monies are to be used for 
federal land acquisitions and for grants to the States. There is no eee % 
for the use of these funds for maintenance of federal parks. In an editorial yi \\ 
on re 19, 1981, (copy attached for the record), the Miami Herald states that : 
"the trust fund, now generating $900 million per year, is supported by revenue 
from offshore oil leases, not from taxes. It operates on the classic conserva- 
tive principle that income from nonrenewable resources should be ae as 
capital outlays in one-time acquisitions, not on recurring operating expenses. 
Yet the Administration seeks to breach that principle by diverting the trust 
fund to maintenance." 

With respect to the Land and Water Conservation Fund's states grants 
programs, our State and local governments will face serious consequences with- 
out these funds as well. Many of these entities already Hove planning well 
under way which involve matching grants. The same problems which I have already 
cited with respect to the results of a moratorium on federal land purchases will 
be multiplied at the state and local levels if the expected grants are not 
forthcoming. : 


Mr. Chairman, each and every one of us is keenly aware of the need to 


vr 


reduce federal spending gnd we all support the President's goal of trying to 
achieve a balanced budget. We are all under tremendous pressure to do so and 
I think we will come up with a vastly reduced budget this year. But we will 


—more-— 
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[From the Washington Post, Apr. 11, 1981] 


SHAPING UP THE PARK SYSTEM 


There is a superficial logic in the plan Secretary of the Interior James Watt has 
proposed for the national parks system. He wants to fix up the parks that already 
exist and halt, at least temporarily, the acquisition of new park land. Given the 
conditions of many of the great national parks—shabby is the right word—and the 
vast expansion of the park system in the last decade, the idea seems to make sense. 

As with many such ideas, however, there is a problem. The government has a 
backlog of about a billion dollars worth of land that Congress has said it wants to 
buy for the park system. This includes not only many recently authorized parks but 
parts of such established parks as Redwood and the Cape Cod National Seashore. 

The people who own that land are mostly waiting to get their money; there isn’t 

_ much of a market for land the government has said it is going to take. Under Mr. 
Watts’ proposal, these owners will simply have to continue to wait—which, in some 
cases, will make them happy—while the value of their land appreciates. The ulti- 
mate cost to the taxpayer of course, is likely to be much higher in 5 or 10 years 
than it is now. . 

Mr. Watt is right in claiming that there is a need to reevaluate the whole park 
system. The “park barrel’ did seem to replace the old pork barrel in recent sessions 
of Congress when members began to prefer parks to dams in their home districts. 
But the way to handle that reevaluation is for Mr. Watt and his experts to recom- 
mend to Congress which parks should be de-authorized. : 

In the meantime, it would be wiser to spend whatever money is available buying 
land the Park Service knows it will need than to scrub the buying program in favor 
of refurbishing the older parks. The public has.put up with the shabbiness of some 
of those areas for a good many years now and can continue to do so for a while 
longer. Any appreciable delay in the acquisition program increase the risk that the 
land will never be bought and that it will be used in ways incompatible with a park | 
before the government gets around to obtaining it. 


{From the Miami Herald, Apr. 19, 1981] 


} 
| 
FunpD To Buy Park LAND SHOULD Not Bre Usurpep | 


Until now, the sanctity of the Federal trust fund that pays for additions to the 
national-park system had not been challenged. Since Congress established the Land | 
and Water Conservation Fund in 1964, four Presidents—two Republican and two | 
Democratic—had honored its role in buying endangered lands for public use. | 

No more. The Reagan Administration has asked Congress to open the trust fund | 
for the first time for maintenance, not purchase, of Federal properties. | 

Congress must not permit this abrupt about-face after a generation of sound parks | 3 
planning. What Interior Secretary James Watt proposes is not mere fiscal conserva- 
tism. It is a repudiation of the fundamental principle of the national park system. 
Mr. Reagan’s electoral victory was not a mandate for any such attack on the public 
interest. 

South Floridians can see the impact of Secretary Watt’s ideological coup already. | 
Purchase of land in the Big Cypress National Preserve, Biscayne National Park, | 
and Crocodile Lake National Wildlife Refuge on Key Largo has been ordered halted. 

The result is that 71,000 acres of prime shoreline in Biscayne Bay will not be 
bought on the three-year schedule that Congress adopted last year. Big Cypress, a | 
critical recharge area for South Florida’s drinking water, will remain in a checker- | 
board pattern of public and private ownership. The major remaining habitat of the | 
Florida crocodile will hang as tempting bait for several eager developers. 

This spending freeze betrays the trust that local and state governments placed in 
Washington when all acted together to preserve Biscayne Bay and the other critical 
properties. Coupled with the assult on the trust fund, the spending freeze is exposed 
as more than a delay adopted as a fiscal constraint. It is half of a pincers movement 
that could foreclose parks acquisitions entirely. 

The trust fund, now generating $900 million per year, is supported by revenue 
from offshore oil leases, not from taxes. It operates on the classic conservative 
principle that income from nonrenewable resources should be spent as capital 
outlays in one-time acquisitions, not on recurring operating expenses. Yet the Ad- 


ministration seeks to breach that principle by diverting the trust fund to mainte- 
nance. 
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PHILLIP BURTON . | commerrecs; 
6TH District, CALIFORNIA F EDUCATION AND. LABOR | an 
f Sot fs _ INTERIOR AND INSULAR - " TT? 
2304 RAYBURN House OFFICE ING : a AFFAIRS © or 
evens 2-28-88 Congress of the United States pemgenave sTeemma AN 
EROS R Ce Pe House of Representatives CHAIR, SUBCOMMITTEE ON ot ui 
450 GOLDEN GATE AVENUE ‘ LABOR MANAGEMENTS RELATIONS ‘ + os 
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NORTH ATLANTIC ASSEMBLY 


May 4, 1981 


Honorable Sidney R. Yates, Chairman 

Subcommittee on Interior 

Committee on Appropriations ' 

U.S. House of Representatives é : =. 


Dear Mr. Chairman, 


I wish to call the attention of the subcommittee to appropriations needs vital 
to the preservation and visitor enjoyment of Golden Gate National Recreation 
Area and to request that this information be made a part of the record of the 
May 4 hearings. 


Appropriations for Golden Gate are of particular significance to the public ZL 
because this NPS unit not only protects resources of unquestioned national ihe 
importance but also attracts a large number of visitors. For example, the vel 
Director of the Western Region of the National Park Service reports that during ~ «3 
the month of February, 46 percent of the visitors to,the region went to parks soa 
in the San Francisco Bay area; 1.2 million of the region's 2.8 million visitors - 
went to Golden Gate. 


Adequate Land and Water Conservation Fund appropriations are essential 
to ensure the protection of areas recently authorized by Congress for addition 
to the GGNRA. In recognition of the importance of these areas, the Interior 
Committee has recommended a $12 million. appropriation for Golden Gate LWCF 
in Fiscal Year 1982. In particular, funds are needed on a timely basis to acquire 
the West Aspin Corporation property in Sweeney Ridge, where the Trust for 
Public Land has an option for purchase. If the option is not exercised at 
this time, it will greatly escalate the cost to the taxpayer. 


Provision of adequate operation, maintenance, and construction funds to 
the National Park Service is of special importance in an area such as Golden 
Gate that serves such a large number of visitors. I particularly would like to 
call your attention to the need for additional appropriations in the Fiscal 
Year 1982 construction program for a landscaping project at Fort Mason in 
Golden Gate. This project is the continuation of an effort to convert the fort 
on San Francisco's waterfront to a landscaped park providing a good recreational 
environment and an appropriate setting for the NPS headquarters. 


Instead, for the past three years a large area of highly visible open space 
at Fort Mason has been an eyesore of dirt, rocks, and debris because of a lack 
of appropriations to finish the project. An amount of $1.4 million requested 
but not appropriated for Fiscal Year 1981 would enable the National Park Service 
to complete all landscaping, walkways, parking areas, and other measures 


continued 
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Honorable Sidney R. Yates 
May 4, 1981 
Page Two 


needed to transform the area as originally intended. However, an appropriation 
of $600,000 would at least facilitate completion of the most essential landscaping 
and a parking lot needed to relieve congestion during frequent programs held 

at Fort Mason. An appropriation of $300,000 would merely enable the Park Service 
to plant and grade the site to halt the problem of blowing dust and sand but 
would be inadequate for carrying out the main purpose of the area and would 
postpone an expenditure needed for the benefit of GGNRA visitors. 

Obviously, sufficient funding for this project is vital to the maintenance 

of community relations between the Park Service and the surrounding area. 


Your careful consideration of these needs at Golden Gate will be appreciated. 


Kindest personal regards, 


oy 
PHILLIP BURTON, M.C. wh, 
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North Carolina Central University 
Music Department - 2IVE Dn 
Durham, North Carolina 27707 


The Honorable Cardiss R. Collins 


Congressional Black Caucus = joy moe 
2455 Rayburn House Office Building mire acters 
Room 2175 


Washington, D. C. 20515 
Dear Mr. Collins: 


It is very crucial for the Afro-American race to maintain, uplift, 
and contribute to its rich heritage and extensive culture. Jazz, as a 
part of the Afro-American music, is deeply embedded in that heritage 
and culture. Jazz is a phenomenal creation, accomplishment, and contri- 
bution to the American culture as a whole. 


As a jazz artist, performer, composer and professor, I appeal to you 
as a member and supporter of our rich heritage and culture to assist in 
preserving an institution that daily struggles to maintain, uplift, and 
contribute to that Black aesthetic art form - jazz. That institution is 
the National Endowment for the Arts. There is a vital need to keep the 
jazz program thriving at that Institution. Assistance could be supplied 
in the form of federal funding due to the fact that funding has already 
drastically been reduced 502. 


A great mistake would be made in decreasing and restricting the 
programs and resources that the National Endowment for the Arts provides, 
especially now when activity and interest have increased. Under the 
directorship of Ms. Aida Chapman, the applications have doubled. For the 
upcoming scholarship and grant year of 1982, the applications are expected 
to triple. 


I invite you to examine this tragic situation and assist in uplifting 
the National Endowment for the Arts so that this institution may continue 
to serve in fulfilling an awesome function of offering sources of continuing 
contribution to the Black heritage and culture and to the field of jazz 
specifically. 


I am pround of my Black heritage and culture, join me as a jazz 
philanthropist in celebrating it. Support the National Endowment for the 
Arts by advocating increased federal funding to assist the jazz 


Donald 
National Endowment for the 
Arts 
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